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Constitutional Changes 


In August last year His Excellency 
the Governor published in the local press 
outline proposals for the formation of a 
Municipal Council for the Colony. These 
proposals were tentatively offered for 
consideration to residents. 


Whilst the residents in general 
treated the proposal orignally with some 
apathy, preferring the known security of 
a benevolent civil service of the Crown 
to the unknown hazards of ballot govern- 
ment, serious minded people realised that 
as soon as the task of initial rehabilita- 
tion was accomplished, progress in the 
matter of local government was inevitable. 
There was, however, a considerable body 
of opinion, which was sufficiently cry- 
stallised for adequate expression that the 
liberalisation of local government should 
begin with the Legislative Council. 


The local Colonial Legislature offers 
but little and restricted opportunity for 
unofficial members to represent their 
views of the community on measures 
affecting the Colony, whilst legislation 
may be drafted at Home after consulta- 
tion with local Government officials and 
sent to the Colony with a directive to 
give effect to it by legislation. The 
official members of the legislature have 
little or no freedom of action, and the 
whole weight of representing the views 
of the community in general is thrown 
on the unofficial members who are in the 
minority. Control of the legislature and 
directives from the Home Government 
are essential in matters concerning de- 
fence and external relations, but in 
matters of local taxation and _ local 
administration there should be greater 
latitude for the expression of public 
opinion. 


One great difficulty, however, in 
Hongkong is that there is no adequate 
vehicle for the expression of public 
opinion. In almost every major opera- 
tion Government appoints an ad hoc 
committee; the Chambers of Commerce 
can give opinions on matters of trade and 
commerce, and various bodies can give 
their views on certain limited aspects of 
local affairs. But it seems opportune 
and necessary at this stage of the Colony’s 
development that some consideration be 
given to the more adequate expression of 
public opinion on matters before the local 
legislature. 


Hongkong, March 5th, 1947. 
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Taxation 
in Hongkong 


Whatever is going to be the future 
of local Government in Hongkong it is 
obvious that taxation will have to be 
considerably increased. The Colony is 
faced with more than a hundred million 
dollars deficit from last year. It has 
now reached a stage in rehabilitation 
when it must go forward by development 
or fall back through lack of progress, and 
development takes money. 


It is hoped that residents have not 
been buoyed by any expectation of repara- 
tions or of war damage compensation. 
It is difficult to understand why Hong- 
kong, which was attacked, invaded and 
occupied by the enemy with consequent 
disastrous losses to many especially in 
goods, should not share with China and 
Russia in reparations. It is not easy 
to watch the spectacle of a percentage of 
Britain’s national income being expended 
in pouring UNRRA supplies to other and 
foreign territories, generally with no 
appreciation that it comes from the home 
taxpayers’ pockets, whilst the liberated 
Colonies get nothing. At the same time, 
despite the gift of £30,000,000 to Malta, 
residents of Hongkong realise that the 
resources of the Home Country are 
sufficiently strained. 


It is therefore for the residerits of 
Hongkong to gird their loins and acquit 
themselves bravely and bear their own 
burdens. There can be no sympathy or 
tolerance for those who complain against 
direct taxation on neals and amusements 
instead of evasive net profits. Probably 
the most equitable form of taxation would 
be a sales tax. The difficulties of an 
income tax have been constantly express- 
ed, but considerable sums might be 
collected if all those residents whose 
returns are suspected are assessed accord- 
ing to their standard of living and 
apparent means until they can prove that 
they are being overassessed. So far no 
effort has been made to impose a poll 
tax. Admittedly it is difficult. Every 
foreigner who wishes to go to China has 
to pay a substantial visa fee for each 
journey. There might be some means 
of making a receipt for a poll tax a con- 
dition for receiving rationed provisions. 


If direct taxation fails to produce 
sufficient, the burden may have to, be 
accumulated for the future by means of 
a loan. 


Report from Vladivostok 

Report from Taiwan 

Shanghai and the Americans 

The Worsted Industry of China 

World Trade & the “ International Trade Organisation ” 


Hongkong’s 
Industrial Future 


Hongkong is well advanced on the 
road towards full rehabilitation. Many 
favourable circumstances have conspired 
to bring about conditions here which 
guarantee further all-round progress :— 
the resourcefulness, energy and confidence 
of the merchant community; an early 
realisation of the leading members of the 
community of the potentialities of this 
place in the centre of the Far East and 
enjoying the privileges of a member of 
the British Commonwealth family; the 
temporary substantial reduction of 
Japanese production and trade in the Far 
East; a vast backlog of consumer goods 
demands; the desire of all Far Eastern 
peoples to raise their standard of living; 
a sound, best-intentioned and intelligent 
local government characterised by the 
application of the principle committees 
and consultation, and a progressive out- 
look (though often too ponderous)—these 
and many more factors have contributed 
to Hongkong’s singular rehabilitation 
success. 


The economic deterioration in China 
has affected the Colony’s economy, parti- 
cularly during recent months. While 
there is no doubt that eventually there 
must emerge a prosperous China, the 
outlook for the current year and for some 
time to come is discouraging. Deplorable 
as such conditions in China are, and 
depressing as effects on the Colony may 
turn out to be, there are many other, new 
opportunities and prospects confronting 
Hongkong which are bound not only to 
make up for the inevitable reduction of 
trade with China but actually to help to 
inaugurate a new economic epoch of 
far-reaching significance in the history 
of Hongkong. 

The general description of Hong- 
kong’s economic importance in the Far 
East was summed up in the words: 
emporium, entrepot, and ‘‘ funnel ”’ 
between China and foreign countries. 
While Hongkong was one of the leading 
entrepots of the world in the past, and 
promises to remain in this role with, in 
the long run, increasing importance, the 
task, duty and challenge of Hongkong 
of today is: Industrialisation. 

All Far Eastern peoples and their 
governments have come to appreciate the 
value and necessity of industrialisation. 
The economic policy of every government 
has been planned on this basis although 
most of such plans are still castles in the 
air, ignoring facts and lacking in realistic 
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self-appraisal; they are condemned by 
force of circumstances, over which little 
if any control is in the hands of the 
various Far Eastern peoples, to file blue- 
prints into pigeon-holes. 


Industrialisation is a vitalising 
slogan, a popular desire, almost the one 
and only panacea for all the economic 
ills; but realisation of schemes, grandiose 
or relatively moderate, has proved to be 
painfully slow. Industrialisation pre- 
supposes, naturally, political stability, 
good government, agreeable relations 
between capital and labour, balanced 
costs and easy accessability of raw 
materials and power supply. In Hong- 
kong these favourable conditions are 
provided. 


The preparatory stage, viz. rehabi- 
litation of general conditions in Hong- 
kong and a firm promise that progress as 
witnessed in the past will continue, has 
now been reached, and, receiving added 
momentum from the unfortunate condi- 
tions prevailing in neighbouring China, 
the stage for planned industrial construc- 
tion is about to open. The opportunity, 
a historic opportunity, is here. 


Many government officials of Hong- 
kong, while interned, planned ahead for 
a resurrected Hongkong, and the future 
fostering of industry was then a topic. 
In our days when everybody looks to the 
State as for guidance, advice and as- 
sistance, and when the State enters, in 
eyery social and production system 
existent in our worid, with more deter- 
mination into all spheres of economic life, 
it is only natural that the local com- 
munity should behave according to this 
universal pattern. Government officials, 
when once again free to serve after 
release from internment, found them- 
selves however faced with the immediate 
tasks of rehabilitating the Colony; and 
with the help of London, and supported 
by the enthusiasm of the whole popula- 
tion, return to normalcy was unexpectedly 
fast. Still, short-staffed and overworked 
as government departments were and are, 
there was no time to tackle the industrial 
problems of Hongkong. Plans were 
hatched but could not advance beyond 
a private blueprint stage. 

The good will, the vision and the 
know-how are here but what lacks is: 
the energetic effort which does not permit 
of excuses, apologetic or accusing, 
dilatoriness and discouragement. 

Industrialisation is dependent upon 
government planning and direction, and 
only a government agency here can, and 
will, give the initial impetus. This 
government agency will, once the move- 
ment has hese started, only have to stand 
by, to advise and to protect. In our 
February 19 issue (page 95) a suggestion 
was advanced that Government should 
establish a ‘‘ Committee on Industrial 
Planning or an Advisory Body for the 
Industrialisation of Hongkong ’’. 


Responsible government officials, 
while interned, made plans for the post- 
war establishment of a govt.-department 
of Industry and Commerce. The estab- 
lishment of the Dept. of Supplies, Trade 
& Industry, a temporary organisation 
required by Government for the period 
of economic readjustment to prewar con- 
ditions, represents a nucleus for industrial 
planning and promotion of the Colony. 


However, the progressive and prob- 
ably very energetic production-minded 
business community in Hongkong, and 
an impressive number of would - be 
residents waiting abroad for the green 
light of Hongkong’s inauguration of in- 
dustrialisation, are demanding a different 
approach. Dept. S. T. & I. has its very 


important and indispensable role to play, 
and that for a rather long time to come; 
it may eventually develop into a per- 
manent govt.-department for industry 
and commerce but, right now, a govern- 
ment organisation has to be set up for 
the following purposes: (1) To investigate 
the local labour supply, power produc- 
tion, and land (for factory sites) positions 
(2) To investigate the financially most 
adviseable schemes (i.e. light industries, 
esp. textile mills) (3) To make recom- 
mendations to Government, and (4) To 
act, in conjunction with industrialists 
and financiers, for the immediate realisa- 
tion of the most promising industrial 
projects. 


The present industrial position of 
Hongkong, while certainly encouraging 
and week after week increasing in its 
scope and intensity, is — apart from the 
dockyards, — the utilities and about a 
dozen mostly European owned industries, 
characterised by 19th century production 
methods. It is everything but modern. 
There are hundreds of factories in the 
Colony but they are typically oriental, 
many are picturesque but most are 
primitive. Hongkong boasts of 600 
knitting and weaving mills but only few 
could be called by that name if we would 
apply production standards of the modern 
world. The dockyards, it must be 
stressed, are exceptions and that goes 
particularly for the modern plant of 
Butterfield & Swire. But this is only 
incidental since everything in connection 
with the port of Hongkong is relatively 
modern. 


The leading native industrial groups 
here are the knitting and weaving indus- 
try (by far the largest group, including 
the shirts & garments, hosiery and made- 
up goods producing factories) ; the rubber 
shoes industry; preserved ginger indus- 
try; and electric torches & batteries 
industry. Altogether there are 487 
factories (as on February 28) registered 
with the Labour Office, and approx. 510 
factories have applied for registration 
which, after due inspection, may be 
granted to a very large extent. That 
makes around 1,000 industrial establish- 
ments in the Colony of Hongkong. There 
are, of course, many more, usually 
smaller establishments which, out of 
ignorance of the provisions of law, have 
not yet applied; for registration probably 
some 300 can be calculated to come under 
this ‘‘ unregistered ’’ category. Many 
knitters and piece goods manufacturing 
small workshops call themselves ambitious- 
ly ‘‘ factory’ or ‘‘ industry ’’; they 
employ, besides the whole family, one 
or two unskilled women. As far as the 
Labour Office is concerned factories 
employing less than 20 workmen do not 
require registration. The Dept. S. T. 
& I. has at present on record, for Japanese 
cotton yarn allotment reasons, about 307 
knitting and some 320 weaving factories 
many of which employ less than 20 
labourers (usually women). (The list is 
swelling almost daily). 


If it comes to counting of factories 
considered in terms of productive capacity 
compared to moderate Western standards, 
and judged by the number of labourers 
(skilled & unskilled) on the pay-roll of 
each company, the total number is around 
30—35. By the end of February a total 
labour force of about 40,000 was estimated 
to have been employed by all local in- 
dustrial establishments. One hundred 
percent industrial capacity employment 
of Hongkong factories, dockyards and 
utilities, taking into consideration the 
fast expansion of the textile industry 
during the past 6 weeks, would be around 
60 to 70,000 (on one shift). 


The near-future outlook is definitely 
satisfactory, with every promise that in- 
dustrial employment will rise and pro- 
duction both for local consumption and 
for export will multiply; it was 
emphasised previously in this paper that 
progress has been fast and rehabilitation 
is well underway in its concluding stage. 
The results so far achieved shall, how- 
ever, prompt us to attempt more and not 
to rest complacently; the postwar world 
opens up great vistas of industrial enter- 
prise for Hongkong compared with which 
the achievement of today would appear 
as insignificant. 

There have, during the last few 
months but also as early as Spring 1946, 
come here many parties of industrialists 
who explored the local position as far as 
establishment of light industries were 
concerned. , Some large plants will be 
erected here within this year, one or more 
cotton mills will start operations in 1947, 
considerable groundwork for future con- 
struction of light industries will be 
completed during the next ten months. 
Interest from industrial promoters, banks, 
economists continues. Every observer 
of postwar Far Eastern economic develop- 
ments appreciates the potentialities of 
Hongkong, and the first to grasp them 
were the Chinese industrialists. Hong- 
kong will, by necessity of economic con- 
ditions as emerged after the end of war, 
be developed into an industrial production 
centre for Far Eastern markets, with 
marketing extensions into Australia and 
Latin America apart from the fact that 
the Empire privileges and preferences 
will secure an almost unlimited reservoir 
of buyers. 


INDUSTRIAL 
NOTES 


LABOUR HOURS 

Local industries which are well supplied 
with spot and export orders employ workmen 
on an eight hour day basis with usually three 
hours overtime which are, of course, paid for 
at an increased wage scale. At a full capacity 
schedule most local factories would have to 
operate only a day and night shift of 11 hours 
each; however, only very few industries, since 
the return of normal conditions in the Colony, 
had occasionally to resort to a two-shift sche- 
dule. 

The factories which are most. likely to use, 
for short periods only, day and night shifts are 
weaving and other textile mills. These mille 
usually employ a much larger percentage of 
women than men as is the case in the textile 
industry all over the world. However, local 
Labour protection legislation provides that 
women cannot work after 9 p.m. This provi- 
sion is regarded by manufacturers and the 
labour unions here as unrealistic. 

While the good intentions of the lawmaker 
are admitted, the. prevention of women to work 
at night is meaningless in a tropical and 
Oriental place like Hongkong. The future ex- 
pansion of Hongkong’s textile industry, especial- 
ly cotton mills which are expected to establish 
themselves here in the near future, will depend 
on the alteration of the provision regarding 
women’s working hours. 

Serious textile industrial interests, when 
inquiring, turrféd away disappointed when they 
learned that women cannot be. employed for 
night shift work. It is necessary here that 
conditions under which industrial labour exist 
are properly! understood; women and men are 
in an equal position and no distinction ought 
to be made on grounds which may seem to 
justify legislation in England regarding the 
employment of women. No Oriental country 
knows of discriminative and, as it were, women 
protection labour regulations. ; : 

Provided that the labour unions in Hong- 
kong advocate the equalisation of labour hours 
for men and women, and the manufacturers, 
particularly the textile industry, support the 
revision, there should be no reason for a speedy 
elimination of the provision of the law which 
disables women from working after 9 p.m. 
Such revision would encourage textile mills 
already operating here and those anxious to 
start spinning, weaving, knitting and other 
manufacturing in the Colony, 


1947 


HONGKONG’S FISHING INDUSTRY 


In our issue of February 19, page 95, a 
short reference was -made to the local fishing 
industry which, however, only reviewed con- 
ditions as prevailed before the outbreak of 
the war in the Pacific when no planning and 
progressive development was _ noticeable. 
Fortunately, under the direction of Hong- 
kong Govt.’s Fisheries Department, condi- 
tions during 1946 have profoundly changed 
and there is every prospect for further 
expansion of the Colony’s fishing industry. 
Since the liberation of Hongkong no other 
branch of industry here has made, compara- 
tively speaking, such rapid progress. The 
future expansion is well planned by the 
Colony’s Fisheries Department. 

In 1946 well over 50% of the locally 
produced fish, valued at more than ten 
million H.K. dollars, were exported to China, 
Macau, Malaya, U.S.A., Australia and many 
other countries. _ Hongkong: only imports 
salted and dried fish, but mainly types that 
are considered a delicacy, such as cuttle fish 
and shark fins, which are not caught to any 
great extent in local waters. Of the total 
imports of salt and dried fish, more than 
one third was for transhipment; the 
ee the Prien consumed imports. 

ittle more than one third of ; 
produced fish that was exported: si 


WEAVING & KNITTING MILLS 


Since the arrival of Japanese cotton yar: 
employment in most local textile faitorien ee! 
been kept up on an approx. 50 to 60% capacity 

s. (Compare our issues of February 5 & 
19, pp. 70 & 94). The arrival of another 5.500 
bales of yarn from Japan has been delayed put 
1s expected here within a few days. The mill- 
pase were unnecessarily excited about the 
ee ay nese’ are very anxious to increase their 
Given enough yarn and the assurance of 
steady supply local textile factories could 
operate on a two shift basis, employing approx. 
50,000 to 60,000 workmen and women. As is 
mentioned elsewhere in this issue, there are at 
Present over 630 textile factories operating and 
the list of newcomers, kept by the Govt Dept 
of S.T. & L., is daily increasing. Many new 
companies have been formed during recent 
weeks, and a large number of textile machinery 
wecks, and a large number of textile machinery, 
ae looms, have been recently locally 

The export opportunities of all kin 
cotton piece goods etc. are so subssurditis ert 
appear so profitable that an almost unending 
number of weaving and knitting applicants for 
allotment of Japanese yarn makes its appear- 
ance at Dept S.T. & 1. Many factories are 
now employing several hundreds of workers. and 
rea have oe the number of hands. 

e larger mills em : 

Pita aby ploy now 300, 400 and even 

To judge by the enthusiasm of the local 
textile industry, one must become somewhat 
apprehensive about the supply position. Ob- 
viously, at the present rate of increasing manu- 
facturing ability, Japanese yarn allotments will 
not suffice. A substantial addition to the 
current allotment of yarn by SCAP for Hong- 
kong will be required. i 

Chimese yarn, from Shanghai, will contri- 
bute to an easier supply position but it is not 
assured that such Chinese yarn shipments will 
come here regularly. The price question is also 
of importance although recently Chinese cotton 
mills havg come down to earth with their prices, 
seemg that Japanese yarn (20’s) is sold here 
by S.T. & I. to the millowners at $1,600 per 
bale (400 lbs). The current black market 
price for 20’s yarn is less than $2,000; on other 
Far Eastern black markets cotton yarn sells 
much higher, approx. $3,000. The price of 
smuggled Chinese yarn stood recently at $2,200 
but has since also dropped. Shanghai prices 
for 20’s yarn have wildly fluctuated, in tune 
with gold and commodity prices; the highest 
price was around $2,200; the current price 
moves around $1,500 to 1,700 per bale (On Feb. 
8 Shanghai quoted CN$ 4} million, on Feb. 15 
CN$ 4 million). 


INDUSTRIES IN FEBRUARY 

While the textile industry was well occupied 
and hopeful of further improvement in the yarn 
supply position, the rubber canvas shoes industry 
was compelled to slow down somewhat on 
account of the decrease of orders from South 
China. However, rubber shoes factories hope 
that they will soon receive word from London 
to where exports in prewar days have been so 
big that a self-imposed export restriction had 
to be applied in Hongkong in order not to 
embarrass the U.K, market with the local flood 
of shoes. Locally quoted prices and prices 
required by the British Board of Trade are still 
not yet in line so that exports to U.K. are 
held up. 


FAR EASTERN ECONOMIC REVIEW 


119 


Australian—Far Eastern Trade 
Development 


(An interview with Mr. Max Falstein, Australian M.P. Chairman, 
Board of Directors, Far Eastern Exchange Pty. Ltd.) 


During the past six weeks Mr. 
Falstem has conducted an economic 
investigation into the trade development 
possibilities between Australia and Hong- 
kong, Shanghai and Japan. He has 
interviewed leading business men in these 
areas and exchanged opinions with senior 
officials. While substantial opportunities 
exist, the prospects for immediate im- 
provement of trade between Australia and 
China are not encouraging, said Mr. 
Falstein; the instability of the Chinese 
currency, which must be blamed as the 
principal reason for the rather pessimistic 
trading outlook, makes all business with 
China very uncertain. 


i 


The preserved ginger industry has been 
able to commence exports to U.K. The difficul- 
ties in this industry were described in our issue 
of Nov. 6, 1946,page 13. Thanks to the supply 
of cheap sugar by Dept. S.T. & I. prices of 
preserved ginger could finally be quoted which 
were acceptable in London, 


The electric batteries industry had to reduce 
its output because of the successful competition 
of American-made batteries in markets where 
previously Hongkong batteries were sought for. 
South Africa has now turned more to U.S. 
manufactured batteries which partly contributed 
to the enforced slowing down in Hongkong’s 
battery industry. 


TOBACCO INDUSTRY 


The British Cigarette Co. has expanded its 
operation by the end of February against De- 
cember 1946; there are at present some 720 
workers employed at the Gloucester Road plant, 
against 430 odd by the end of last year. 


INDUSTRIES IN SHANGHAI 


The total number of factories in Shanghai 
was, at the beginning of 1947, 582, capitalised 
at CN$ 22 billion; out of there 402 factories 
were, however, operated by hand with an aggre- 
gate capital of CN$ 5 billion. 

Factories, utility companies and mining 
enterprises in the Shanghai area (under the 
jurisdiction of the Special Municipality of 
Shanghai) amounted to 2,680 in which were 
employed, at around middle of January 1947: 
13,700 technical workers, 120,000 skilled workers, 
and 100,000 unskilled workers. In the above 
statistics are not included small-sized factories 
(under 20 workmen) and handicraft workshops. 


CHINA'S TEXTILE INDUSTRY 


Out of an estimated 4 million spindles in 
China, the Govt.-owned China Textile Develop- 
ment Corp. possesses about 50%. The Corp. 
estimates that 5 million piculs of native cotton 
ean be collected this year which will largely 
go to cover the needs of the Govt.-operated 
textile mills. Provided that this estimate will 
prove more or less correct, China’s mills_ will 
still require the importation of approx. 8 million 
piculs of foreign cotton. (For a detailed 
review of China’s cotton industry see our issue 
of Oct. 16, 1946, page 18). 


CHINESE HEAVY INDUSTRIES 


With very few exceptions, all heavy indus- 
tries of China are operated by the National 
Resources Commission. Private capital is in- 
yvited to invest but has no chance to influence 
the management which is, in every case, 
appointed by the Govt. The Commission’s 
director general, Mr. Chien Chang-chao, who 
recently returned from a prolonged visit to 
U.S., has negotiated with foreign governments 
and private industrial groups for the supply of 
machinery, tools and factory equipment. Orders 
went to Canada, Switzerland, U.S., and nego- 
tiations aré carried on with various Furopean 
industries. The Commission enjoys priority in 
foreign exchange allotments by the Chinese 
Govt. Mr. Chien has repeatedly declared that 
the Commission would welcome participation of 
foreign capital in China’s heavy industrial 
development. Without foreign loans and sub- 
stantial Japanese reparations, China’s heavy 
industries cannot well advance beyond the 
present level. 


Difficulties with China 

The import control imposed by 
Nanking should not, per se, stifle trade 
since, from a trading viewpoint, exports 
and imports ought to balance themselves 
out over a reasonable period (say twelve 
months). However, current trading 
habits largely caused by the extraordinary 
conditions created by long years of war 
do not favour close and trusting relations 
between the merchants of Australia and 
the Chinese importers. No business 
transaction could be regarded as settled 
until the payment for goods delivered has 
been fully received. 


Innumerable and _ exasperating 
breaches of contract; unjustified claims; 
inability to make payment; the fantastic 
extent of organised and _ large-scale 
pilferage; the utterly inexperienced and 
reckless handling of foreign cargo; con- 
firmation of prices, delivery terms, 
quality of goods, etc. may mean nothing 
if the immediate market is unfavourable; 
these and many more facts make trading 
with China a hazardous proposition. 
Moreover there is a definite trend to 
reduce foreign imports, and to prohibit 
entry of foreign manufactured goods. 

On the export side, Chinese produce 
and manufactured goods, for some of 
which there is a ready market in 
Australia, cannot be sold there because 
of the excessive prices demanded by 
Shanghai merchants and also on account 
of the variable quality. 

By comparison, Hongkong has made 
more than a beginning in trade with 
Australia. Australian goods imported 
cover a wide variety including wool and 
textiles, leather, machine tools, hardware, 
electrical goods, vessels (like steel motor 
tugs, cargo barges & lighters), marine 
diesel engines; industrial chemicals; non- 
ferrous metals; soap; sugar; mining 
equipment; clothing; foodstuffs (fresh 
and canned); genera] merchandise. 
Hongkong’s Opportunities 

The 1946 trade with Australia (vide 
p. 56 our issue Jan, 29) was significant 
for the increased volume month by month 
indicating sound prospects for the future. 
If very great development is to eventuate 
however, Hongkong must endeavour to 
promote trade with the Western Pacific 
companies and not rely entirely on the 
Chinese market. There are outstanding 
possibilities for merchandising Australian 
goods in countries from Burma to the 
Philippines, and Hongkong merchants 
ought to give this trade special attention. 
Australian industries are increasing in 
number and production and are steadily 
turning out goods of all kinds comparable 
in price and quality with the best in the 
world. 

Japanese Position 

The position in Japan is at present 
rather obscure. It is unlikely that this 
country which has not yet signed a peace 
treaty will be opened for trade in 1947. 
One thing is most apparent. Japan’s 
recovery has been much quicker than was 
generally anticipated. To date small 
quantities of raw silk and Australian 
wool have been exchanged on a Govern- 
ment to Government level. It is to be 
hoped that the present SCAP commercial 
policy which clearly favours the United 
States will not influence future trade 
development when that administration 
ceases. 
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Exchange & Financial Markets 


Reshuffle in Nanking 


The President of'the Executive Yuan, Dr. 
T. V. Soong, and the Governor of the Central 
Bank of China, Mr. Tsuyee Pei, resigned 
with effect as of March 1, and were replaced 
by President Chiang Kai-shek, and Mr. 
Chang Kia-ngau respectively. Other impor- 
tant changes in government positions are 
expected. 


The reaction in financial markets was 
characterised by apprehension of further 
price instability and a more vigorous 
rescucitation of black market operations. 
The general price tendency since March 1 is 
upward. 


Other disturbing factors during recent 
days were the serious and violent distur- 
bances in Taiwan, which may culminate in 
a thorough revision of Nanking’s policy 
vis-a-vis the Taiwan people; the increase in 
civil war operations with reported advances 
of the Communist-led armies and disloyalty 
of some Nationalist Army officers and troops 
under their command; expressions of dis- 
satisfaction by several Provincial authorities 
with the methods of centralised control 
exercised by Nanking; and accumulating 
symptoms of disunity among the highest 
Kuomintang quarters. 


Many minor economic regulations 
which were enforced under Dr. Soong’s 
Premiership will, it is anticipated, be altered 
and even the import control measures, pro- 
mulgated on November 17, 1946, and the gold 
and ‘exchange regulations of last February 
16, may undergo considerable change. 


Economic Supervisory Committee 


The National Supreme Defence Council 
established the Economic Supervisory Committee 
(ESC) for the purpose of suppressing specula- 
tion in Shanghai and elsewhere in China, and 
to assist in maintaining the new exchange and 
gold official prices promulgated on Feb. 17. 
‘The ESC is composed of members of all civil 
and military organisations which function at 
present in Shanghai, principally the various 
departments and sections dealing with criminal 
investigation, economic control, confidential 
work etc. attached to the Municipal Police, the 
City Garrison Force, the Gendarmerie Force, 
and Central Govt. Bureaux. However, the 
direction and policy is in the hands of the 
Kuomintang Police and the secret police organs 
of the National Supreme Defence Council. The 
headquarters of ESC is in Bridge House, the 


notorious Japanese gendarmerie city HQ. and 
prison, 


In our Feb. 19 issue, page 97, reference 
was made to ESC’s operations. The effective- 
ness of this new control organisation depends 
not so much on intimidation, periodic searches, 
confiscations, detentions and similar operations 
but on the rate of bank note increase by the 
Central Bank of China. If a spell of quiet 
and moderate use of the note presses can be 
enforced by the National Supreme Defence 
Council, the current official rates will not be 
challenged by the black market; the ever higher 
quotations of commodities, gold etc. on the 
nation’s many black markets is a defensive 
necessity by the people as otherwise they would 
be left minus goods and plus paper money 
which would have no purchasing value at all. 


It is, of course, well understood by the 
National Govt., which is in fact identical with 
the National Supreme Defence Council, which 
is in fact identical with the inner circle of the 
Kuomintang, that the speculators are not to be 
blamed for inflated prices and panic; speculators 
are somewhat aggrevating the situation in 
moments of a crisis but they have no influence 
an the course of CN§$ depreciation. As con- 
ditions are to-day, all Chinese living in the 
cities are to be classified speculators since all 
of them understand by now the working and 
momentum of inflation, and have learned to take 
precautions so that their possessions do not 
evaporate. The flight from the CN§$ has 
started long ago, and everybody who purchases 
goods, gold and US$ notes as a hedge against 
inflation is a speculator as he does so in the 
anticipation and, probably, hope that the pur- 
chasing value of CN$ will further drop. 


The institution of ESC may be able to 
achieve the observation of temporary stable 
rates provided that its superior Council co- 
operates, or is in a position to do so. The 
progress and intensity of the Civil War will 
decide whether the current official rates can be 
maintained for any length of time. 


Meanwhile, organs of the ESC will, as is 
regrettably the case with all Chinese official 
institutions go on a rampage and make for- 


tunes while their good luck lasts. The mush- 
rooming forces of informers and _ stool-pigeons 
in Shanghai are as notorious as they are in- 
evitable in a city where literally hundreds of 
thousands of young men and women have no 
proper occupation, training, future; where the 
mad chase after money is the only sense and 
purpose in the life of the Shanghailander ; 
where luxuries are enticingly displayed, and 
carnal and gastric delights are the only appre- 
ciated pursuit; where envy and jealousy borders 
on the pathologic, and the moral degeneracy 
has reached an appaling extent. 


The late leader of China’s ‘‘Blueshirts’”’ (as 
often secret police organs are nick-named), Gen. 
Tai Li, was a man of personal integrity and 
inspired by genuine patriotism; whatever one 
may find objectionable in a State police force, 
it cannot be denied that the enormous extent 
of corruption and graft in China does require 
a severe, efficient, highly disciplined State and 
Party police. That so little was achieved by 
the leading men of the Bureau of Investigation 
& Statistics (the previous official title of the 
police dept. under the National Supreme Defence 
Council), and that the ‘‘face and favour’’ 
principle was stronger than even the secret 
police organs, is a sad reflection on the critical 
stage of the disintegration of the Chinese 
society. 


The ESC has several times announced that 
informers will obtain a large percentage of 
confiscated foreign notes and gold, and many 
traps are being laid in order to ‘‘punish’” a 
number of small and medium speculators. 
ESC has also instructed Provincial governments 
to proceed according to such principles, and the 
result, as far as Kwangtung is concerned, was 
the following announcement on February 26: 


“As a further measure to prevent the 
smuggling of gold and Chinese currency out of 
the province, the Provincial Government an- 
nounced to-day that any person who will supply 
informations leading to the arrest of such 
smugglers will be rewarded with half of the 
amount of money so seized’’. 


Interest on Loans in China 


At the beginning of February, prior to Mr. 
T. V. Soong’s blundering announcement of Feb. 
6 regarding the devaluation of CN$ in terms 
of export bills, the monthly open market rate 
of interest moved between 14 to 16%. During 
the period of panic and skyrocketing prices 
(February 7—15) no proper interest rates 
were obtainable, borrowers usually taking for a 
few days or a week and paying, or promising 
to pay, anything between 25 to 40% p. month. 


After the exchange stabilisation of Feb. 17, 
the interest rate settled down to 25 to 30%, 
primarily on account of tightness of money and 
in order to squeeze hard those speculators and 
investors who were caught with gold and no 
ON$. If they borrow money now they will 
have to pay the usurers heavy tribute; or they 
will have to part with an ounce of gold at the 
official price; or they will be so lucky as to get 
to the right source where they can sell at abt. 


25% over the Central Bank of China buying 
price. 


In Canton the interest rate on approved 
loans is, by all standards of Western and 
Chinese law, usurious. The Kwangtung Pro- 
vincial Bank has obtained, sometime towards 
the end of February, the approval of the Pro- 
vincial Govt. for charging a rate of interest of 
22% per month. This interest rate will, 
however, only be applied in cases of private 
mining enterprises seeking loans; such mining 
loans will be given to a maximum total of CN$ 
2 billion, individual enterprises’ loan limits 
being 10 million, and duration of loans will not 
exceed 6 months. What other borrowers, of 
less essential qualification, and without approved 
Provincial Govt. loan ‘‘privileges’’, may have 
to pay is left to everybody’s fertile imagination. 


If the new devalued exchange rate and the 
Central Bank’s official gold buying price are 
meant to remain in force for some months to 
come, and it is supposed to be the desire of the 
Govt. to bring about more stable financial con- 
ditions in the country, then it is dangerous to 
allow such fantastic interest rates to be charged 
by official and semi-official institutions. The 
observing public could only draw the conclusion 
from continued high interest rates, charged 
all-round by official and private lenders, that 
the current fixed exchange and gold quotations 
will not prevail for long. 


The Gold Market 


The week’s highest and lowest prices res- 
pectively were $2774 and $2543. Canton quoted 
between CN$ 620 to 655,000 per tael, Shanghai 
between CN$ 600 to 620,000 per.oz. The US$ 
cross rates (average) were as follow: Hongkong 
US$ 42 (on the basis of HK$ 210/215 per oz. 
and a T.T. New York rate of 5) ; Canton US$ 42 
(on the basis of CN$ 510/520,000 per oz. and 
a black market US$ price of 12,000 to 12,500) ; 
Shanghai US$ 50 (on average price of CN$ 
610,000 per oz, and a black market US$ rate 
of 12,500). 


Shanghai’s goldsmith shops are now per- 
mitted to sell gold at the official price (CN$ 
480,000 per oz.) plus a 20% profit; that means 
that the permitted unofficial gold market of 
Shanghai quotes now CN$ 576,000 per oz. 
against black market prices as above. 


Shanghai bought small lots of gold from 
Hongkong but whether buyers shipped gold 
away or stored it in the Colony remained 
unclear. Canton sold gold to Hongkong during 
several days of the week since the local gold 
price continued, higher than in South China. 
On the other hand HK§ notes fetched more 
CN§ when changed in Canton than in Hongkong ; 
the result was smuggling of HK$ out of the 
Colony into Canton, exchanging them there into 
CN$ and purchasing gold bars which were 
smuggled out of China into Hongkong, netting 
usually a profit of 10 on the bank note 
exchange transaction and about 5 to 7% on 
the gold transaction. The prices in Canton 
fluctuated, however, and many operators must 
have suffered a loss when the market went 
against them. Only when the Canton cross 
rate stood at around HK$ 2650 per tael of. gold 
speculators cashed in, 


The reports in the market that Hongkong 
Govt. will eventually permit gold exports have 
at times injected some fervour into the brokers, 
banks and speculators who patronise the Gold 
Exchange. Some enterprising bullion dealers 
have shipped some gold to Indo-china and to 
Bombay but results of their ventures are not 
yet known. An approx. 20,000 taels were 
reported in the market to have been sent from 
here to India. Every abacus was busily clat- 
tering through a maze of quotations in various 
Far Eastern and India markets but usually one 
arrived at this result: wait and see what actual 
sales in such places as Haiphong, Saigon, 
Bombay etc. will bring. 


Some shipments of gold were still about to 
arrive here since not all of Macao consigned 
bars and coins had been cancelled. There was 
some offering of European gold but probably 
not from serious dealers; gold from London, 
actually originating in Switzerland and other 
Continental countries, was said to cost only 
US$ 41 to 42 per oz. fob London, However, 
local gold dealers are not at all in a receptive 
mood for the time being although the very 
far-seeing already stock up at current cheap 
prices for eventual export to China once the 
artificially supported price level again collapses. 


The Chinese Dollar 


Flight capital from China came here in 
large amounts; still, there was hardly any 
change in the rate on the spot market. The 
local average rate is about 14% lower than the 
official buying price of the Central Bank of 
China in Canton. This anomalous position 
prompted a daily increasing flow of HK$ to 
Canton where an easy profit could be made. 
On the 27th Feb. the Canton branch of Central 
Bank posted the official buying rate of CN$ 
2,500 but, owing to the rush of exchanging 
speculators, the maximum amount per day and 
person was decreased from HK$ 2,000 to 1,000, 
and by the end of last week to HK$ 500. 


Some flurry was caused in the market when 
an old and insidious canard was once again dug 
up: the HK$ may be devalued!! Such pre- 
posterous rumour must be branded as a 
scandalous attempt by irresponsible operators 
to defraud some very gullible hicks. 


Chinese opinions, expressed in the press 
and in private circles, as regards the future 
maintenance of the current financial policy of 
Nanking are inclined to believe that the failure 
of the enforced exchange rates will soon become 
manifest. 


The American Dollar 


While the note and draft rates were rather 
firm during the week and demand for drafts 
usually could not be satisfied, the T.T. New 
York quotation declined and could not recover. 
Business was done at rates around HK$ 5 to 
5.07 for T.T., for drafts 4.92 to 4.98, and notes 
(in large lots) 4.75 to 4.95. Many importers 
of U.S. goods keep on making payment to local 
banks in US$ notes whereupon L/C’s are 
promptly opened. 


1947 


Exchange shops continue making differences 
between bank notes of various denomination ; 
50 and 100 dollar bills usually sell at a discount 
of 2 points against the $10 and 20 notes. Other 
discriminations are made with regard to senility 
and aesthetic appeal of every inuividual bank 
note. 


Official Sterling Exchange Rates in Shanghai 


As from March 1, the Central Bank quotes 
for sterling area currencies cover-rates, viz. for 
importers CN$ 48,000 per one pound sterling, 
and for exporters CN$ 40,000. The respective 
HK§ quotations are: CN$ 3,000 for imports, 
and CN$ 2,500 for exports. Merchants may 
secure cover through appointed banks at the 
rate inside the cover-rates. The difference 
between buying and selling rates must not 
exceed two per cent. 


The following banks have been authorised 
to buy sterling area currency notes for Central 
Bank’s account: The Hongkong and Shanghai 
Banking Corporation, The Chartered Bank, The 
Bank of China, The Bank of Communications. 


Chinese Financial Representatives 


The General Joint Board of the Four Go- 
yernment Banks of China is represented here 
by the Chairman of the Canton Office, with 
jurisdiction extended to Hongkong, Mr. P. N. 
Chung (Chung Ping-fung), who is a director 
and Hongkong manager of the Bank of Com- 
munications. 


Another representative of the General Joint 
Board, with the title of Resident Commissioner, 
is Mr. Chu Chang-sing (Tsui Cheong-sing) 
regarding whose appointment vide our Jan. 29 
issue, p. 53. 


The Central Bank of China is represented 
here by Mr. Y. P. Tsang, for the Bank’s head 
office, and by Mr. C, T. Chung, for the Bank’s 
Canton branch office. 


The Ministry of Economic Affairs is occa- 
sionally represented here by the Resident Com- 
missioner in Canton, Dr. N. C. Lin, who 
sometimes stays in Hongkong. 


Gold Production in China 


Gold mining in China was always negligible 
in quantity notwithstanding claims to the con- 
trary. Chief production centres are in Man- 
churia (Heilungkiang, Kirin), Sinkiang and 
near the borders of the Mongolian People’s 
Republic. All these areas, even if gold mining 
would be carried on, are not under control of 
the Nanking Govt. Estimates gave a total 
gold production figure for China in 1930 at 
about 100,000 taels; the 1931/34 annual average 
was 110,000 taels of which about 50,000 taels 
were produced by 7 provinces, viz. Szechuan 
and Sikang 30,000, Hopei 10,000, Hunan 2,000, 
Shantung 1,500—2,000, Kwangtung and Kwang- 
si 6,000 taels. Manchuria’s production was 
estimated at about 38,000 to 60,000 taels per 
year. 


Hunan is supposed to possess untapped 
gold mines which could yield yearly 300,000 ozs. 
Chinese estimates gave the following figures for 
gold production in 1939: Szechuan 30,000, Kansu 
and Chinghai 20,000, Hunan 20,000, Kwangtung 
and Kwangsi 10,000, making a total of 80,000 
ounces. 


For comparison’s sake the following figures 
are given: prewar world gold production be- 
tween 36 to 37 million ounces annually; world 
monetary gold stock in 1938: 850 million ozs. 


Hongkong in the News 


A large number of mostly American roving 
correspondents, reporters, feature story writers, 
photographers, political commentators etc. has 
recently arrived here in order to study local 
conditions and describe to their readers, in word 
and picture, how they were favourably impressed 
by the quick rehabilitation of the Colony and 
its all-round progress. Some American news- 
men have only made a superficial investigation 
but most remained here for a sufficiently long 
period which should enable them to obtain a 
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true picture of local problems. We are looking 
forward to reading and enjoying. the stories 
about Hongkong which are bound to occur soon; 
some writers’ ‘tangles’’ and opinionated descrip- 
tions may, when they see the light of print, 
not appear too flattering for many Hongkong 
residents but we shall take with grace and good 
humour that America’s writing mad reporters 
will serve the world public. 


Soya Beans for Britain 


Chinese private exporters were anxious to 
sell soya beans to Britain at the time when the 
British Trade Mission toured Manchuria. How- 
ever, only the Chinese Govt. can engage in 
trade between Manchuria and foreign countries 
and all exports of Manchurian produce must 
go through Govt. agencies. The National 
Resources Commission and the Central Trust 
of China are purchasing in Manchuria and ship 
usually via Yingkou or a North China port. 
Soya beans for Britain are bought in Manchuria 
by the Central Trust and then exported. An 
order for about 15,000 tons was supposedly 
placed by British traders with the Central Trust 
and an initial shipment of 4,000 tons left 
Manchuria by the end of last November. Soya 
beans are purchased in the markets of Chang- 
chun, Szeping and Kaiyuan, 


The disturbed conditions in Manchuria 
make, however, both the purchase and trans- 
portation of produce a difficult proposition. 
Soya beans, which could bring a steady foreign 
exchange revenue for China, are not used in 
large quantities for exports but as a fuel; since 
a ton of coal in Manchuria is about 20 percent 
dearer than a ton of soybeans, which burn much 
better according to the native users, Britain, is 
bound to obtain much less beans than was 
previously expected. 


Philippine Gold Mining 
and Exploitation of 
Other Mines 


Philippine mining faces a bright future with 
the rehabilitation of some big mines, assurance of 
government assistance to mining operators, and 
the considerable interest shown by American 
capitalists. 


Mining was the second top-rung industry of 
the Philippines before the war, and were it not 
for the war would have replaced sugar as the 
premier industry. Mining was almost completely 
destroyed during the occupation. ‘Che loss was 
evaluated at about P120 million. 


OF the few companies now being rehabilitated, 
only two are in actual production. The main 
factors delaying the reopening of many mines are 
the lack of machinery and the high cost of labour, 


Your mines are rehabilitated in the Baguio 
gold district, while small-scale repair work is 
done in five mines in the Paracale district. In the 
Surigao area two companies are in operation. 


In Baguio, Benguet Consolidated and Balatoc 
are putting up between their properties a 1,000-ton 
mill; the Lepanto Consolidated mining company 
is installing a new 500-ton mill. 


Big Wedge mining company was spared from 
heavy destruction; its mill was reported to be 80 
per cent intact. Efforts are now exerted to put 
the mill in operation this year. 


In the Paracale district San Mauricio, United 
Paracale, Coco Grove, Treasure Island, and 
Masbate Consolidated are repairing their mills 
and power plants, while the camps and mines are 
being put in shape for renewed operations. 


In the Surigao district, Surigao Consolidated 
is milling oxidized ore mined by open pit at a 
rate of about 150 to 200 tons a day by table and 
flotation, while the Mindanao Mother Lode is 
waiting for the arrival frorn the US. of machinery. 


HONGKONG UNOFFICIAL EXCHANGE RATES 
Selling Quotations in HK$ 
CN$ Remittance 


(per CN$100,000) 


US$ (per US$100) £ 


February Gold per tael Spot Forward Demand 
High Low Closing High Low High Low Note Draft 

24 273 2604 2614 464 444 334 334 473 491 14.90 

25 263 2544 2614 46 45} 37 33 476 492 14.85 

26 267 2584 2654 454 44 364 33} 474 494 14.80 

Pys 271 2634 2683 454 444 36 36 492 495 14.70 

28 2774 2644 267 45 444 3 35 484 495 14.75 

March 
B) 270 2644 2683 45} 443 35 344 475 494 14.80 
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Base Metal Mines 


_ As to base metal mines Consolidated Mines is 
shipping ore to the U.S. at the rate of 12,000 tons 
of chrome monthly. Benguet Consolidated is 
mining its chromite deposit on a profit-sharing 
basis. Acoje Mining, Luzon Stevedoring, and the 
Soriano interests .are busy rehabilitating their 
chromite mines also. 


The Luzon Stevedoring firm is opening the 
manganese property of the Philippine Nippon 
mine in Busuanga island. 


The great demand for local coal at the Cebu 
Portland Cement company has produced a tem- 
porary boom in coal mining. 


American capitalists have sent their represen- 
tatives to the Philippines to examine mining 
properties with the hope of getting a property to 
be either bought outright, or financed and operated 
on royalty or profit-sharing basis. These are 
Panaminas, Inc., Philippine-American corporation, 
and Freeport Sulphur. 


Explorations 


The geological exploration of the Philippines 
has led to the discovery of some essential minerals. 
The discovery of cement materials brought about 
the flourishing cement industry. Deposits con- 
taining 10 million tons of coal have been located 
in different parts of the Philippines. There is a 
large deposit of iron ore in Surigao of over one 
billion tons. Nickel has also been discovered. 


Other minerals such as chromite, manganese and 
copper, gypsum, asbestos, and fertilizer minerals 
have been explored. 


The Philippine government will set up two steel 
plants one in Manila and the other in Surigao 
province. Plans for these projects have been 
completed, with the advice of the Beyster com- 
mission assisting in the industrial development 
programme of the Philippines. The programme 
envisages the development of iron mines in 
Surigao and other eastern parts of Mindanao where 
large deposits of iron ore are known to exist. 


Work on the projects will begin as soon as 
equipment is received from Japan and the United 
States. 


Gold Exports from 
Manila 


Philippine gold will soon be entering into Far 
Eastern and Indian bullion markets. Export of 
gold will be permitted soon and President, Roxas 
announced recently that the Philippine govt. 
would encourage the reopening of old gold mines 
and the development of new ones, and that India 
and China offer an almost unlimited market for 
Philippine gold. 


The Govt. policy about gold was generally 
believed to be responsible for the idleness of the 
mining industry, along with the high wage rates, 
the difficulty of getting necessary machineries, and 
the high cost of construction materials. 


In a statemnt to the press some months ago 
when he arrived in Manila from the United 
States, J. H. Marsman, who has considerable min- 
ing interests, said he would await definition of 
the government policy before his mines would be 
opened for full-scale operations. 


Government quarters had been approached 
time and again to define the gold policy before 
mines could push rehabilitation plans. 


Much emphasis had been laid on the great 
disparity between the U.S, official gold price of 
$35 an ounce and the open market price of $40 
or more, The difference spelled salvation for 
Philippine gold, much of which is mined in low- 
grade ore. Fears had been expressed that the 
P.I. would corner local gold bullion, as had been 
suggested in certain quarters. 


The Roxas declaration has cleared the local 
mining atmosphere for the 57 gold mines which 
produced more than P100,000,000 annually. 


To date only two gold mines, the Surigao 
Consolidated and the Mindanao Mother lode are 
operating, well below pre-war capacity. Four 
Baguio mines, three of which are gold operators, 
are setting up mills. The gold operators are the 
Benguet Consolidated and Balatoc Mining, and 
Big Wedge, which is run by Atok Gold. 


Five mines in the Paracale district are engaged 
in clearing up their compounds. 


Those that have shown activity to date are 
mines with high-grade deposits and believed to 
have values sufficient to erase the difference be- 
tween higher operation costs and the fixed U.S. 
gold price. 


The Roxas statement will encourage the low- 
grade-ore operators to start working. 
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Temporary Regulations 
With Regard to Foreign- 
Exchange Transactions 


Following is a full teat of China's 
Foreign Eachange Regulations as have 
been previously announced by the Cen- 
tral Bank of China. 


I. Functions of the Central Bank of China 


1. The National Government, with a 
view to stabilizing the currency, promoting 
economic recovery and implementing the 
International Monetary Fund Agreement, 
hereby temporarily authorizes and directs 
the Central Bank of China to exercise the 
following special functions with regard to 
foreign exchange transactions: 


(a) To appoint banks that may engage 
in foreign exchange transactions with the 
public, to be termed ‘“ Appointed Bank.” 


(b) To license for a specified period (1) 
banks (including old-style banks) and 
exchange shops to deal in foreign currency 
notes, to be termed “licensed dealers, class 
A,” and (2) travel agencies to issue and cash 
foreign currency travellers’ letters of credit 
and travellers’ checks, to be termed “ licensed 
dealers, class B.” 


(c) To license persons to act as foreign 
exchange brokers during a specified period. 


(d) To regulate the foreign exchange 
transactions of Appointed Banks, licensed 
dealers, foreign exchange brokers and the 
public, in accordance with these regulations. 


(e) To intervene in the financial markets 
when it deems it necessary to check fluctua- 
tions of rates. 


(f) To regulate in accordance with the 
policy of the Government matters pertaining 
to the use and disposal of blocked property 
an property interests abroad of persons in 

ina. 


(g) To suspend or cancel for proper 
cause the appointment or license or right to 
engage in transactions in foreign exchange 
and foreign currency notes. 


II. Appointed Banks, Licensed Dealers and 
Brokers. 


2. Only Appointed Banks may deal in 
foreign exchange and the public may buy 
and sell foreign exchange only through them, 
except for the limited authorization specifi- 
cally granted under these regulations to 
licensed dealers and brokers in foreign 
exchange. 


3. Appointed Banks are permitted to 
deal in foreign currency notes. Other banks 
(including old-style banks) and exchange 
shops that wish to act as licensed dealers, 
class A, and travel agencies that wish to act 
as licensed dealers, class B, shall apply to the 
Central Bank of China for a license on the 
application forms prescribed within 15 days 
from the effective date hereof. The Central 
Bank of China will issue or refuse licenses 
and will announce a date or dates after 
which (1) dealing in foreign currency notes 
and (2) issuing and cashing foreign currency 
travellers’ letters of credit and travellers’ 
checks except by Appointed Banks shall be 
prohibited without a license. 


4. The business of acting as a broker in 
foreign exchange shall henceforth be 
licensed. Any person that wishes to act as a 
broker in foreign exchange shall apply to the 
Central Bank of China for a license on an 
application form prescribed within 15 days 
from the effective date hereof. The Central 
Bank of China will issue or refuse licenses 
and will announce a date after which acting 
as broker in foreign exchange shall be pro- 
hibited without a license. 


Wil. Foreign Exchange Transactions 


5. The official rates of foreign exchange 
and foreign exchange supplements are 
hereby abolished. 


6. Appointed Banks may sell foreign 
exchange to the public only for the following 
purposes: 


(a) To pay the cost in accordance with 
these regulations and rulings issued there- 
under of importing goods whose import is 
permitted. 


(b) For legitimate personal require- 
ments in accordance with these regulations 
and rulings issued thereunder. 


(c) For other legitimate purposes 
authorized by the Central Bank of China. 
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7. A person applying to an Appointed 
Bank for foreign exchange shall sign a 
certificate in the form prescribed by the 
Central Bank of China stating that he does 
not possess and has not made and will not 
make arrangements to acquire from any 
other source the foreign exchange for which 
he applies: provided, however, that the 
Central Bank of China will consider applica- 
tions through Appointed Banks to permit 
persons established in business and possess- 
ing foreign exchange to maintain in foreign 
exchange working capital necessary to 
finance their trade between China and 
foreign countries. 


8. Appointed Banks may buy foreign 
exchange arising from the following transac- 
tions: 


(a) Exports or re-exports from China. 
An Appointed Bank buying or contracting to 
buy foreign exchange arising from exports or 
re-exports from China shall make on the 
invoice presented to the Customs an appro- 
priate endorsement in the form prescribed, 
and export or re-export shall be permitted 
without such endorsement: provided, how- 
ever, that no endorsement shall be required 
if the value is less than the equivalent of 
US$25 and not for commercfal purposes. 


(b) Remittances from abroad to China. 


(c) Foreign exchange sold for expendi- 
ture in China, 


(d) Other foreign exchange. 


9. Foreign currency accounts of the 
public in banks in China shall be governed 
by the following provisions: 


(a) No bank may open new foreign 
currency accounts or accept new deposits in 
old foreign currency accounts except as per- 
mitted under paragraph 11. 


(b) Withdrawals from foreign currency 
accounts may be made only for purposes per- 
mitted under these regulations. With- 
drawals from foreign currency accounts in 
other than Appointed Banks may be made 
only through the Central Bank of China. 


(c) Any balances remaining in foreign 
currency accounts by September 30, 1946, 
shall thereupon be sold to the Central Bank 
of China at prevailing rates of foreign 
exchange. 


10. Until further notice by the Central 
Bank of China no bank shall make any fresh 
loan or increase or renew for a total of more 
than three months from the date when these 
regulations enter into force any existing loan 
in Chinese national currency on the security 
of foreign exchange. 


11. When a person deposits with an 
Appointed Bank margin in foreign currency 
against foreign exchange to be delivered to 
him or paid for his account in future, the 
bank shall deposit an equal amount with the 
Central Bank of China, which will -refund 
the amount to the bank at the time the 
foreign exchange is transferred to or for the 
account of such person by the bank. 


12. Appointed Banks may engage in 
foreign exchange transactions only for a 
specific purpose permitted under these 
regulations. They may not engage in foreign 
exchange transactions for or in connection 
with export of capital from China or specula- 
tive or arbitrage purposes whether for their 
own account or for the public. Appointed 
Banks prior to making a transfer of foreign 
exchange shall exercise reasonable diligence 
to satisfy themselves that the transaction is 
bona fide and in accordance with these 
regulations. 


13. Appointed Banks shall be respon- 
sible for being informed of the foreign 
exchange and foreign trade regulations of 
foreign countries and shall engage in foreign 
exchange transactions only when they are 
satisfied that the transactions are permitted 
thereunder. 


14. When an Appointed Bank has con- 
tracted to sell foreign exchange and the 
transaction giving rise thereto is cancelled 
in whole or in part, the purchaser shall be 
required to sell forthwith the entire amount 
of foreign exchange no longer required for 
the transaction. 


15. Appointed Banks may do forward 
exchange operations whose usance does not 
exceed three months but only for change- 
overs and other transactions permitted under 
these regulations. 


16. Until farther notice by the Central 
Bank of China only Appointed Banks in 
Shanghai may do _ inter-bank foreign 
exchange transactions or execute out-port 
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bank orders to buy or sell foreign exchange. 
Such operations shall be only for the purpose 
of covering purchases or sales of foreign 
exchange that are permitted under these 
regulations, 


17. Offices of Appointed Banks in places 
other than Shanghai may engage in foreign 
‘exchange transactions permitted under these 
regulations but until further notice by the 
Central Bank of China any cover shall be 
obtained from their Shanghai offices or cor- 
respondents. 


18. If the Central Bank of China con- 
siders that an Appointed Bank has an 
excessively large position in foreign exchange 
relative to the volume of its business and 
its prospective obligations the Central Bank 
of China may require the bank to reduce its 
position. 


19. Brokers in foreign exchange may 
not buy or sell foreign exchange for their 
own account except for a specific purpose 
authorized hereunder, nor may they buy or 
sell foreign exchange for the account of 
another. 


IV. Reports 


20. All banks that have outstanding 
foreign currency accounts of the public shall 
report to the Central Bank of China the total 
amount of such accounts in each currency 
outstanding at the close of business (a) on 
the last business day before the date cf 
announcement of these regulations, and (b) 
on the last business day of each month there- 
after until all such accounts have been 
liquidated. 


21. All banks that have outstanding 
loans to the public on the security of foreign 
exchange that are payable in Chinese 
national currency shall report to the Central 
Bank of China the total amount of such loans 
outstanding at the close of business (a) on 
the last business day before the date of 
announcement of these regulations, and (b) 
on the last business day of each month there- 


after until all such loans have been 
liquidated. 
22. Appointed Banks shall report to the 


Central Bank of China in the form prescribed 
their position in foreign exchange as of the 
close of business on the last business day 
before the date of announcement of these 
regulations. They shall also report to the 
Central Bank of China at the close of each 
week in the form prescribed the following 
transactions showing by dates: 


(a) The names of all buyers of foreign 
exchange other than foreign currency notes, 
the amounts sold to each together with the 
pity the deliveries, and the purpose of each 
sale. 


(b) The names of all sellers of foreign 
exchange other than foreign currency notes, 
the amounts bought from each together with 
the rates, the deliveries, and the origin or 
nature of the foreign exchange purchased: 
provided, however, that items in the same 
currency involving amounts under US$500 or 
equivalent thereof may be grouped in one 
amount without particulars. 


(c) The total amount of foreign currency 
notes of each foreign country bought and 
sold, the total amount of Chinese national 
currency paid and received therefor, and the 
total amount of foreign currency notes on 
hand at the close of the week. 


Appointed Banks shall state in each such 
report that, to the best of their knowledge, 
all of the foreign exchange transactions listed 
therein are not contrary to the provisions of 
these regulations. 


23. Licensed dealers, class A, shall keep 
in the form prescribed a complete record of 
purchases and sales of foreign currency 
notes, which record shall be open to inspec- 
tion by the duly authorized representative of 
the Central Bank of China, and shall make 
weekly reports to the Central Bank of China 
in the form prescribed showing by dates the 
total amount of foreign currency notes of 
each foreign country bought and sold, the 
total amount of Chinese national currency 
paid and received therefor, and the total 
amount of foreign currency notes respective- 
ly on hand at the close of the week. 


24, Licensed dealers, Class B, shall keep 
in the form prescribed a complete record of 
foreign exchange transactions arising from 
purchases and sales of foreign currency 
travellers’ letters of credit and travellers’ 
checks. and shall make weekly reports to the 
Central Bank of China in the same form and 
showing by dates the same data as prescribed 
for Appointed Banks in sub-paragraphs a and 
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b of paragraph 22. Licensed dealers, class 
B, shall state in each such report that, to the 
best of their knowledge, all of the foreign 
exchange transactions listed therein are not 
contrary to the provisions of these regula- 
tions. 


25. Brokers in foreign exchange shall 
keep in the form prescribed a complete 
record of purchases and sales of foreign 
exchange in which they are intermediaries, 
which record shall be open to inspection by 
the duly authorized representative of the 
Central Bank of China, and shall make 
weekly reports to the Central Bank of China 
in the form prescribed showing by dates the 
names of all those buying and selling foreign 
exchange other than foreign currency notes 
through them, the amounts bought or sold 
by each, the rates, the deliveries and the 
purpose of each sale. Brokers in foreign 
exchange shall state in each such report that 
to the best of their knowledge all the foreign 
exchange transactions effected through them 
and listed therein are not contrary to the 
provisions of these regulations. 


V. Definitions 


26. The term foreign exchange as used 
herein includes without limitation: 


(a) Any of the following payable in a 
foreign currency or country whether blocked, 
partly blocked, or free: 


(i) Deposits and credits of all kinds 
with banks, business houses and 
other organizations and individuals; 


(ii) Telegraphic transfers, demand, sight 
and time drafts, checks, travellers’ 
checks, notes due within one year or 
less, bills of exchange and other 
orders or promises to pay, letters of 
credit, bank and trade acceptances; 


(iii) Government bonds, bills, treasury 
notes, savings certificates or other 
obligations due within one year or 
less; and 


(iv) All other negotiable instruments and 
means of payment due within one 
year or less that are commonly dealt 
in by bankers. 


(b) Foreign currency notes held in 
China or abroad. 


VI. Penalties 


27. Any Appointed Bank or buyer or 
seller of exchange effecting a transaction in 
violation of these regulations may be fined 
in the appropriate court a sum equivalent to 
not more than half the amount of the tran- 
saction. The Central Bank of China may 
temporarily suspend or may cancel permis- 
sion to deal in foreign exchange of an 
Appointed Bank which repeatedly violates 
these regulations. The Central Bank of 
China may temporarily suspend or may 
cancel the license of a licensed dealer or 
broker in foreign exchange who repeatedly 
violates these regulations. The Central Bank 
of China may debar from further foreign 
exchange transactions any persons who 
effects a transaction in violation of these 
regulations. 


VII. Miscellaneous 


28. Any person in China whose foreign 
exchange or other property or property 
interest abroad is blocked may apply to the 
Central Bank of China for permission for 
use thereof for purposes permitted under 
these regulations. 


29. The public may buy and sell gold 
freely. The Central Bank of China may buy 
and sell gold at its discretion. 


30. The import and export of foreign 
currency notes is prohibited without a license 
from the Ministry of Finance: provided, how- 
ever, that a person may bring to and take 
from China for his personal use an amount 
not exceeding US$200 or equivalent. 


31. All Government organizations en- 
gaged in any form of trade or business shall 
be governed by these regulations unless a 
particular organization is specifically except- 
ed by the Ministry of Finance from any 
requirement hereof in respect of any specified 
foreign exchange transactions. 


32. The date of announcement of these 
regulations is February 25, 1946, and they 
shall enter into force on March, 4, 1946, 
except that: 

(a) Paragraph 5, sub-paragraph a of 
paragraph 9 and paragraph 30 shall enter 
into effect immediately upon announcement 
of these regulations. 


(b) Applications under paragraphs 3 


and 4 may be made immediately upon 
announcement of these regulations. 
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Hongkong Stock & 
Share Market 


_The announcement by more companies pro- 
posing to pay good dividends acted as a further 
stimulant and the bullish tendency continued into 
the opening of the current week. Most companies 
will declare satisfactory dividends for the past 
year and their business prospects for this year are, 
generally regarded as reassuring, 


Quotations have now reached record levels, 
and in a number of favourite shares have come 
to what would appear as a ceiling rate. Were it 
not for the scarcity of scrip and the narrow 
market, quotations would not have advanced during 
recent weeks without any break or profit-taking. 
The bullish trend will last’ for some time but 
reaction is bound to come. The rather numerous 
Shanghai investors have injected into the market 
an element of uncertainty; while at present 
merchant business appears to offer not too great 
inducement, local shares enjoy the attention of 
Shanghai and other outport capitalists. It is 
characteristic that when the market is a la hausse 
a fair number of Chinese investors regularly rush 
into it, but when a slight reaction is discernible 
these hot money capitalists will aggrevate a decline 
in rates. 


While everything is rosy, there are already 
emerging some scarecrows who strain their eyes to 
detect on the horizon symptoms of a slump. As 
all-round conditions, however, present themselves 
to-day there is no justification whatsoever for 
predicting a stagnant share market. The plethora 
in the money market and the excellent earning 
prospects assure further rises, 


Bank of East Asia, Ltd. 


At an extraordinary meeting of the Bank, 
which was founded and incorporated here in 
1918, to be held on March 22, the following 
resolutions will be proposed : 


(1) Issue of 27,993 bonus shares, at the rate 
of one bonus share for 2 shares of the Bank’s 
issued capital (55,986 ordinary shares. of $100 
each), consuming $2,799,300 which sum is to be 
derived from undivided profits, 


(2) Issue of 16,021 new shares, at the rate of 
one new share for five old shares (i.e, incl. bonus 
shares), to be fully paid at $100 each, requiring 
new capital of $1,602,100. 


(3) Increase of the present authorised capital 
of 100,000 shares of $100 each, which will be fully 
paid up after adoption of the above proposal of 
the Directors, to 500,000 shares of $100 each. 


The Bank’s profit in 1945 amounted to $562,091 
out of which were paid a 6% dividend and 
1% bonus. 


The Directors of the Bank are: Sir Shouson 
Chow, chairman, Mr, Kan Tong-po, chief manager, 
Mr, Li T’se-fong, manager, and Messrs. Li Koon- 
chun, P. K. Kwok, Wong Chu-son, Wong Yun- 
tong, Li Lan-sang. 


The current price of the Bank’s shares on the 
market is about $157; during recent weeks only 
buyers were in the market for Bank of East Asia 
shares. 


Dairy Farm, Ice and Cold Storage Co., Ltd. 


The Directors of the Company have 
announced that they will recommend to the 
shareholders at the next annual meeting pay- 
ment of a dividend of $2.50 per share and 
a bonus of $1.50 per share. 


The Week’s Business (Feb. 24-March 1) 


The market closed firm and the under- 
tone was very strong. When scrip is offered 
these days, it is quickly absorbed. Most 
rates went considerably up. Turnover 
recorded last week was larger than usual. 


H.K. Govt. Loans:—A small turnover was 
reported at 103 for the 34%; the 4% Loans 
are unobtainable. 


Banks:—Banks again appreciated to a 
record rate of $1,700; London also quoted 
higher—£1064 ex. div. Bank of East Asias 
changed hands at $154 and 155 although 
small lots only. 


Insurances:—Cantons changed hands at 
$400 which was the highest record rate. 
Unions in small denominations changed 
hands at $690. Fires are unobtainable at the 
quoted buying rates. 


Shippings:—This section has been quiet 
throughout the week, without any sales 
reported. 


Minings:—No stock has changed hands 
in this section. ¢ 


123 


Lands, Hotels & Buildings:—Hotels were 
again popular throughout the week, every 
day some big parcels change hands but 
prices did not appreciate. The highest was 
$19 and the lowest was $18.75. Humphreys 
sold at $18.25, while Lands are in good 
demand at $82.50, several sales reported at 
this rate. Realties had a sharp rise of a $1 
as it was reported that the Company was 
selling a big property and should be able to 
make quite a good profit. The highest price 
touched $17.75 buyers. 


Public Utilities:—This section is always 
popular in Chinese and European circles. 
Trams changed hands from $32.50 to $34 and 
have buyers at higher rates. “Star” Ferries 
have buyers at $71.50 while Yaumati Ferries 
changed hands at $23.35. China Lights were 
taken off the market from $11.50 to $12.25; 
new shares buyers and sales at $8.00. 
Electrics were firmer at $34 sales and closing 
buyers. Telephones (Old) found buyers at 
$37; sales were recorded from $36.50 to $37 
while the new issue found buyers at $19.25 
and possibly at $19.50. 


Industrials:—Cements changed hands at 
$15.75 closing buyers at that rate and sellers 
at $16. The impending resumption of 
operations was discussed. 


Stores:—Dairy Farms appreciated from 
$34 to $43 on account of the good dividend 
announcement ($2.50 Dividend and $1.50 
bonus); closing sellers at $43 but without any 
buyers. Watsons were better at $26 and 
there are still buyers. Lane Crawfords 
changed hands at $24.50 and have further 
buyers. Chinese stores remain very steady 
at the quoted buying rates. 


Hongkong Telephone 
Co. Ltd. 


The financial statement of the Directors, 
which was adopted by the annual meeting 
of the Company, was published in our Feb. 
26 issue, page 109. 


The Directors of the Company are: Mr. 
D. H. Blake (Chairman), Sir Shouson Chow, 
Sir Robert Kotewall, Messrs, E. R. Hill, N. 
O. C. Marsh, D. C. Davis and F. C. Barry 
(Directors); Mr. J. P. Sherry (Managing 
Director). 


Conditions in 1945 of Telephone Co. 


As was common with other utility under- 
takings, much plant, apparatus, tools and 
essential stores, had vanished and mainten- 
ance of all equipment had been sadly 
neglected. Almost insuperable difficulties 
were encountered on every hand and all 
members of the Staff were, in varying degree, 
below par physically, thus increasing the 
effort required on their part to establish 
order out of chaos and to meet the necessari- 
ly heavy demands of the Government and the 
Forces. for additional services. Much 
determination, initiative, and enterprise were 
called for and much improvisation had to be 
undertaken, but all essential demands for 
service were satisfactorily met. 


During the period closing December 1945 
some 10,000 telephones have been installed 
and intensive maintenance programmes have 
been established resulting already in a grade 
of service which is hardly inferior to that 
being given before the War. Much remains 
to be done, particularly in the matter of 
obtaining equipment for automatic exchanges 
and in the re-establishment of service in the 
more remote parts of the Colony, but plans 
have been formulated and all possible steps 
instituted to press on with necessary works 
as soon as materials are forthcoming. 


Message-Rate System 


In order to ensure that no avenue would 
be left unexplored in planning the continued 
development along the most progressive 
lines, wet J. W. Wheeler, Consulting Engineer 
in London, was invited to visit Hongkong and 
to make a report to the Board on the system 
here. Mr. Wheeler’s advice will be sought 
on the desirability of introducing some form 
of message-rate basis to supersede the 
present flat-rate method of charging for 
telephone service. The message-rate system 
is employed in most systems throughout the 
world and has already been introduced at 
Canton and Shanghai. Apart entirely from 
economic reasons, the flat-rate system, in a 
telephone-minded community such as Hong- 
kong, tends to overload conditions under 
normal circumstances and, in emergencies, 
places in jeopardy the service as a whole by 
increasing the traffic load on already over- 
burdened equipments. 
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Subscription Rates 


Subscription rates are only some 50 per 
cent higher than those prevailing in pre-war 
days and this small increase is far from 
being in step with the much higher operating 
costs on account of both labour and 
materials. Because of the latter factors, it 
is not possible at this stage to forecast the 
result of future operations, but when the 
accounts for 1946 are presented conditions 
will enable predictions. The relatively small 
increase in subscription rates was accepted 
by the Company in order to co-operate with 
Government in their difficult task of prevent- 
ing the cost of living from soaring. 


Canton Trunk Line & Manila Radiophone 


The possibility of restoring the trunk 
service with Canton is being investigated and 
it is hoped that tangible results will be 
obtained in the near future. However, first 
efforts must be concentrated on the restora- 
tion within the Colony of all the facilities 
which were available before the War. 


It is expected that radio telephone 
service with Manila and elsewhere will be 
re-established in the not far-distant future. 


The Bank of East 
Asia Lid. 


NOTICE IS HEREBY GIVEN that 
the twenty eighth ordinary general meet- 
ing of The Bank of East Asia Limited 
will be held at the registered office of 
the Company, No. 10 Des Voeux Road 
Central, Victoria in the Colony of Hong- 
kong, on Saturday, the 22nd day of 
March, 1947 at 2.30 o’clock in the after- 
noon, for the purposes following, 
namely, to receive and consider the 
annual statement of account and balance 
sheet, and the reports of the directors 
and auditors thereon; to elect directors 
and auditors in the place of those 
retiring, to sanction the declaration of 
a dividend and to transact the other 
ordinary business of the Company. 


The transfer books and register of 
members of the Company will be closed 
from Saturday, the 15th day of March 
to Friday, the 28th day of March, 1947, 
both days inclusive, during which period 
no transfer of shares can be registered. 


AND NOTICE IS HEREBY GIVEN 
that at the same place, and on the same 
day, at 2.45 o’clock in the afternoon, or 
so soon afterwards as the ordinary 
general meeting shall have concluded, an 
extraordinary general meeting of the 
Company will be held, when the sub- 
joined resolutions will be proposed as 
special resolutions: 


1. That it is desirable to capitalise the 
sum of $2,799,300.00 being part of 
the undivided profits of the Com- 
pany standing to the credit of the 
reserve fund, and accordingly that 
a bonus of Fifty Dollars per share 
on the 55,986 issued shares of the 
Company be and the same is hereby 
declared, and that the Directors be 
and they are hereby authorised to 
satisfy such bonus by the distribu- 
tion of 27,993 shares of the Com- 
pany credited as fully paid up 
amongst the persons who, on the 
15th day of March, 1947, were 
registered as holders of the 55,986 
shares of the Company, at the rate 
of one share for every two shares of 
the Company held by such persons 
as aforesaid and in satisfaction of 
such bonus as aforesaid; that in the 
case of odd share, the holder of such 
odd share shall be given the option 
of having one share allotted to him 
eredited as fully paid up upon pay- 
ment of the sum of $50.00 by such 
holder to the Company in respect 
of such odd share; that should such 
option be not exercised, the 
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Directors be empowered to dispose 
of such share as they consider 
expedient in the interest of the 
Company; and that such shares 
shall rank in dividend pari passu 
with the existing shares. 


2. That the remaining unissued shares 
of the Company be issued, and that 
the same be offered in the first 
instance at par to the members of 
the Company in proportion, as 
nearly as possible, of one share for 
every five complete shares (such 
shares to include the bonus 
shares to be issued to them pursu- 
ant to Special Resolution No. 1 
hereof) held by them respectively, 
and upon the footing that the full 
amount of each share taken up shall 
be paid to the Company on accept- 
ance of the offer, and that such 
offer be made by notice specifying 
the number of shares to which the 
member is entitled and limiting the 
time within which the offer if not 
accepted by payment will be deem- 
ed to be declined; and that the 
Directors be empowered to dispose 
of the shares not taken in response 
to such offer as they consider 
expedient in the interest of the 
Company; and that such _ shares 
shall rank in dividend par? passu 
with the existing shares. 


3. That the authorised capital of the 
Company be increased to $50,000,- 
000.00 by the creation of 400,000 
shares of $100.00 each. 


4. That the regulations contained in 
the printed document submitted to 
the meeting, and for the purpose 
of identification, subscribed by the 
chairman thereof, be approved and 
adopted as the Articles of Associa- 
tion of the Company in substitution 
for and to the exclusion of all the 
existing Articles thereof. 


A print of the said Regulations can 
be seen at the registered office of the 
Company, No. 10 Des Voeux Road 
Central, Victoria aforesaid, on any week 
day between the hours of 10.00 a.m. and 
5.00 p.m. prior to the date of the said 
meeting. 


Dated this 28th day of February, 
7. 


By Order of the Board of Directors, 
KAN TONG PO, 
Chief Manager. 


HONGKONG & SHANGHAI BANKING 


CORPORATION 
Ordinary Yearly General Meeting 
Notice is hereby given that the 


Ordinary Yearly General Meeting of the 
Shareholders of the Corporation will be held 
at the Head Office of the Corporation, 1 
Queen’s Road Central, Hongkong, on Friday 
the 28th day of March, 1947, at 11.30 a.m. 
for the purpose of receiving and considering 
the reports of the Directors and of the 
Auditors and the Profit and Loss Account 
and Balance Sheet for the year ending 31st 
December, 1946, and for the election of 
Directors and the appointment of Auditors. 


The Register of Shares of the Corpora- 
tion will be closed from Monday, the 10th 
March to Friday the 28th March, 1947 
(both days inclusive) during which period 
no transfer of shares can be registered. 

By Order of the Board. 
A. MORSE, 
Chief Manager. 
Hongkong, 20th Feb., 1947. 
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HONGKONG STOCK EXCHANGE 


Quotations as on lst March, 1947. 
Business done 


during the 
week or 

Stock Buyers Sellers Last Sale 
H.K. Govt. Loans 
4% Loan 107 — _ 
34% Loan (1934) 103 _— 103 
34% Loan (1940) 103 = 103 
Banks 
H.K. Bank 1,670 — 1,650/1,700 
H.K. Bank 

(Lon. Reg.) _ _ x.d. £1063 
Chartered Bank _ _ 11.13/16 
Mercantile Bk. 

A. & B. £24 _ £223 
Bank of East Asia — ad 154/155 
Insurances 
Canton Ins. — — 400 
Union Ins, 670 = 
China 

Underwriters — 1 _ 
H.K. Fire Ins. 290 = _— 
Shipping 
Douglases _ — 200 
H.K. Steamboats — = 12 
Indo Chinas (Pref.) — _— 120 
Indo Chinas (Def.) — _ 250 
Sheels (Bearer) —_ _— s. 101/104 
Union Waterboats — 40 — 
Docks, Wharves, Godowns, etc. 

H.K. & K. 

Wharves _ 159 155/574 
H.K. Docks _ 2 193/20 
Providents 144 _ 144/15 
Mining 

Raubs 4.75 — = 
H.K. Mines com ars 3c. 
Lands, Hotels & Bldgs. 

H. & S. Hotels 18.70 18.85 183/.85 
H.K. Lands 824 _ 824 
H.K. Lands 4% 

Debentures 105 = = 
Humphreys _ 183 183 
H.K. Realties 174 _ 173/163 
Chinese Estates 155 = a 
Public Utilities , 
H.K. Tramways 34 _— 334/34 
Peak Trams (Old) — 11 oe 
Peak Trams (New) — 5 = 
Star Ferries 71 — 714 
Yaumati Ferries — = 234 
China Lights (Old) 12 124 11.90/124 
China Lights (New) 8 _— 8 
H.K. Electrics 334 34 333 
Macao Electrics = 17 —— 
Sandakan Lights 5 — cma 
Telephones (Old) 37 — 37/364 
Telephones (New) 194 — 194 
Industrials 
Canton Ices —_ os 
Cements 15% 16 153 
H.K. Ropes — — 10 
Stores, &c. 

Dairy Farms —_— — 42/43 
Watsons 26 — 26 
Lane, Crawfords 244 _ 244 
Sinceres 6.90 = a 
China Emporium 5.40 oe = 
Sun Co., Ltd. 3 — _— 
Kwong Sang Hong 200 — = 
Wing On (H.K.) 87 _— _ 
Wm. Powell, Ltd. — 3 _— 
Miscellaneous 
Entertainments 26 = == 
Constructions 

ld 4} _— — 
Vibro Piling 33 _— _ 
Marsmans Inv. 

(Lon.) _ _ s/-13/3 
Marsmans Inv. 

(H.K.) s/-1/3 _— — 


MANILA MINING SHARES 


Following are average quotations of 
mining shares by the end of February. 


(in Philippine 

Pesos) 

AmtaMOk © fees ise teeacavecssnencee 0.055 
Atok Gold 1.40 
Baguio Gold .. 0.11 
Batong Buhay . 0.01 
Big Wedge ........... 1.44 
Consolidated Mines 0.015 
OK WictiecaAtaos been tases 0.13 
Lepanto Cons. . 0.46 
Masbate Cons. ... 0.09 
Mindanao MLL. . 0.85 
San Mauricio 0.34 
Surigao Cons. . 0.54 
Acoje Mining 0.30 
Balatoc ....... cause OU 
SUVNC CORR woke; ssacieneononcan 0.065 
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Hongkong Export Trade 


Review 
METALS & ORE 


During January shipments of tin and wol- 
fram ore to the Soviet Union figured quite 
prominently ; 5,771 piculs of tin, valued $1,749,- 
000, and 4,342 piculs of wolframite, valued 
$550,000, lett for Vladivostok. A tin shipment 
of 2,931 tons, valued $1,582,000, consigned for 
the Persian Gulf was most probably also going 
to the USSR. So far the Soviet was buying 
here during recent months only tin, wolframite 
and some antimony although rather substantial 
quantities were exported to USSR. A more 
intensive and broader participation of the USSR 
in the local trade, both as a buyer and a seller 
is expected. ; 


_ Other recipients of wolfram exports were 
in January: U.K. with 168 piculs valued 
$27,000, Sweden with 1,537 piculs, $319,000, 
— ve 588 piculs, $126,000. The total 
exports of antimony, crude & regulus, a ted 
to 20,580 piculs, valued $784,000. .7 


_ The biggest buyer of metals was China 
which imported from Hongkong during January 
$1,290, 600. piculs of zinc (in sheets), valued 


The National Resources Commission, which 
among many other jobs is the monopoly trader 
of China in antimony and tungsten, and largely 
controls tin, will ship to Hongkong every month 
about 30,060 tons of antimony, tungsten ore 
and tin. Transportation has been arranged 
with the Chinese railways for the regular deli- 
very of these metals and ores to Canton from 
where they are to be shipped here. 


CHINESE MEDICINES 


The total value in January amounted to 
$3,387,730, the largest items having been Cassia 
from, South China, valued at $1,684,330, and 
Cassia from Saigon, valued $262,784. 68 piculs 
of sch he valued goed and an unspecified 
quantity of various Chinese dici i 
$1,490, 400 savhdeliupatheeautyatie uacceor ts 


Mineral Oils 


Practically all exports went to China and 
Macao. Exports were as follow: 


Gasoline 576,459 Imp. gallons 


Fuel Oil 154 tons aa 


Diesel Oil 2,330 tons 43°70 
Kerosene 3.8 million gallons 6,670,000 
Lubricating Oil 3,161 Imp. gallons. 8,394 
Lubricating grease 42 piculs 3,380 
Petrolatum 1,860 piculs 89,000 
Wax 2,058 piculs 200,000 
Mineral Oils 3,268 Imp gallons 7,990 


Vegetable Oils 


January exports were as follow: 


8}528,760 
64,700 


__ All wood oil in bulk went to U.S., and so 
did 80% of the wood oil in drums (valued 
$4,585,000). 


Sundries 


_ Export of bristles was comparatively small 
with 471 piculs, valued at $669,000. A large 
quantity of gunny bags, 853,837 pieces, valued 
$1,594,500 left the Colony in January, 


Other sundry exports manufactured or pre- 
pared in the Colony in January were: Electric 
torches for $1,171,900, batteries for $724,500, 
firecrackers for $ 1 million, buffalo hides for 
over one million (4,455 piculs), and 1,406 piculs 
of cow hides for $405,000. 


1,830 cases of matches for $462,300, mats 
valued over 4 million, all kind of rattan ware 
for over $720,000, rubber canvas shoes for 
$393,400, leather ‘shoes for $22,000, trunks 
and suitcases for $192,800, umbrellas etc. for 
$241,700, all kind of woodware $45,700, toilet 
reqnisites $108,000, tobacconist sundries $20,- 
000, ete., ete. 


Piece Goods and Made-up Cotton Goods 


The importance of the local textile industry 
appears impressive from the January export 
figures; piece goods, valued $19,344,000, and 
shirts, singlets, hosiery, wearing apparel, valued 
$3.1 million. 
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The changed conditions in the knitting and 
weaving industry of Hongkong lead one to 
expect substantial increases in the export values 
of piece goods and made-up goods. If the 
supply position will, as is hoped, turn out to 
be satisfactory, the cotton goods export trade 
of Hongkong will rise month by month. 


The largest single export item were dyed 
and plain cottons, viz, 6,331,000 yards, valued 
$14,834,000. Other articles were: 140,000 yds. 
shirtings, 64,688 yds. cotton prints, 4,345 dozen 
handkerchiefs, 19,624 dozen towels; and silk, 
rayon and mixed piece goods. 


REPORT FROM 
VLADIVOSTOK 


PROGRESS IN EDUCATION & 
SCIENTIFIC RESEARCH 


(By a Soviet Correspondent.) 


A great distance separates the Maritime Region 
of Soviet Union from the center of the country 
(more than 9,000 kilometers), But these days, 
when man’s conceptions of space have been upset 
by science and technique, this remoteness is 
hardly felt. The population of the Maritimes 
does not lag behind life. By radio and telegraph 
we immediately learn of the most important 
decisions of the government and of current events 
in our country, We are completely informed of 
all that happens in the world, The telephone 
enables residents of the region to communicate 
with one another hundreds of kilometers apart, 
and even to speak with Moscow. 


All regions in the Maritimes have radio, tele- 
graph and telephone networks, postal branches 
have been created throughout. @ majority of 
villages have telegraph facilities, while many are 
equipped with radio stations. 


Communications technique is being perfected. 
In Vladivostok a central automatic station will 
soon be put in operation. Equipment is being 
renovated, while automatic lettering machines 
such as the teletype are beginning to be exten- 
sively employed. New lines are being strung and 
television is again being restored. 


Wide utilization of communications has done 
much to dispense with the feeling of remoteness 
from the country’s center, 


Education 
Culture has grown immeasurably in the 
region. There are 670 primary schools in the 


region, 180 seven-term institutions and 80 middle 
schools with a total attendance of 180,000 chil- 
dren. The region contains four universities, 15 
technical schools and educational institutions 
which are attended by 5,300 students. During 
the years of the War 2,737 students graduated 
as qualified specialists in various professions— 
teachers, doctors, construction engineers, geologists, 
shipbuilders, mechanics and agronomists. <A 
music school has been established in Vladivostok, 
as well as an art school and dramatic studio. 

Among the adult population, illiterate 
person is a rarity. 


an 


Science 


The Maritimes possess a many-branched *net- 
work of scientific institutions, technical labora- 
tories and experimental farms engaged in the 
study of the forms of life in almost all spheres. 
The scientific creative thought of the region is 
co-ordinated by the Far Eastern branch, USSR 
Academy of Sciences, at Voroshiloy, and is 
shortly to move to the region’s nerve-center, 
Vladivostok. 


Variegated is the activity of the Mountain 
Forestry Station of the Academy of Sciences, 
located near Voroshilov. For many years now 
the station has been conducting explorations and 
experiments for the utilization of mountain slopes 
for agriculture and gardening. It deals with an 
unusually wide circle of problems which extend 
beyond the limits of the station itself. Here they 
are engaged in the study of the earth’s crust, 
selectivity, genetics, biochemistry, botany, zoo- 
logy. The works of the station’s scientific 
workers are known beyond the boundaries of the 
country. 


A great tract of untouched, virgin taiga, 
counted in hundreds of thousands of hectares, is 
out of bounds for hunting and wood-chopping 
Special scientific workers are constantly observing 
life here, studying all its forms both in the 
animal kingdom and in vegetation. 


There are several state vivariums, and 
explorations are instilled into the state and 
collective farms of the Maritimes. 
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Agricultural Research 


The region’s complex agricultural station 
tackles the basic problems of agriculture: the 
establishment of a more effective rotation of 
crops, the development of new, larger harvest- 
yielding and more enduring cultures such as 
wheat, soya, barley and others. 


The Far Eastern Rice Station at Santakhez 
has developed a new valuable sort of rice, and 
by dint of many years of observation and experi- 
ments has established a technological regime for 
rice-growing farms which ensures steady harvests 
of 35 to 40 centners per hectare. 


The Far Eastern station of the All-Union 
Vegetation Institute has developed a series of 
valuable kinds of vegetables and is engaged in 
experiments on grain and technical cultures, fruit 
and berry plants and grapes. 


The region’s experimental apiary is conduct- 
ing important work on bee genetics, studying 
honey-bearers and conditions for the development 
in the region of apiculture and raising its pro- 
ductivity. 


Other Research 

Scientific experimental work in the region is 
not limited to agriculture. It is conducted in all 
spheres of labor and social activity. 


The Pacific Institute of Fisheries and 
Oceanography is one of the largest scientific 
experimental organizations in the industrial 


sphere, conducting experiments from the Bering 
Sea to the southern borders of the Maritime 
Region and along the main rivers of the Far 
East. In addition to indicating fishing grounds, 
it has done work of great importance in the 
technology of fish processing. 


The Maritime branch of the Far Eastern 
Geological Administration co-ordinates all explora- 
tions of the underground wealth of the region. 
The geological structure of the region has been 
studied and geological maps have been drawn, 


The Daltsvetmetrazvedka Trust is conducting 
detailed explorations for sources of colored and 
precious metals, in which the Maritimes have be- 
come among the top-ranking regions of the 
country. 


Important experimental work is also being 
performed by Hydrographical Department, which 
has charted the Far Eastern sea, by the Hydro- 
meteorological Administration, which has studied 
in detail the climate of the Maritimes and the 
hydro-power reserves of rivers, by the Poly- 
technical Institute’s laboratory, the region's 
museum, geographical society and many other 
institutions in spheres of construction, medicine 
and others. 


Shanghai and the 


Americans 


(Mr. Randall Gould, the indomitable 
editor of the ‘Shanghai Evening Post”, 
who wrote the following article, 
expresses well the mood and sentiments 
of Americans living these trying days in 
Shanghai. Mr. Gould, like no other 
foreign journalist in China, has. achieved 
during his many years of residence in 
Shanghai, the reputation of a fearless, 
sincere and perspicacious writer on con- 
temporary affairs of China. He is not 
only regarded as a_ spokesman of 
Americans but all foreigners in Shang- 
hai). 


A local editor is privileged to sit on his 
cracker barrel and try to figure how we Bot 
where we are, and whither are we drifting. 
The one sure thing is that we ARE drifting, 
not going purposefully forward as hoped. 
There is a great deal of high-sounding talk 
of plans and accomplishments but most of 
this is found on examination to be utter 
bunk. A great deal of material aid has been 
given China for both relief and rehabilita- 
tion. On that point it must be said that the 
Chinese failure to make proper use of what 
has been either freely given, or made avail- 
able at bargain price, is a thoroughly dis- 
heartening aspect of the present situation. 


Another great disappointment to Ameri- 
cans here is the attitude of the Chinese 
Government toward private American enter- 
prise. The actual policy, as opposed to the 
many fine but mostly meaningless claims, 
seems to be one of trying to work American 
officialdom to the limit for Government aid 
while forcing private American enterprise 
out. Yet we do not even deal with a frank, 
determined totalitarianism which would at 
least let us know where we stood. 
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Driving Out the Americans 

This has both advantages and disadvan- 
tages. The Post’s often critical editorials 
have never been censored, a kindness which 
we try to repay by being fajr and giving all 
sides a hearing. Business seldom comes up 
against so flat a discrimination as the case 
wherein the Chinese Government banned 
commercial import of trucks because it had 
been virtually given some American trucks 
and wanted a sales monopoly. Yet the fear 
of Americans in business here has come to 
be that the very fact of lavish American aid 
to China will at last be the most powerful 
factor in driving out American private enter- 
prise. But the issue has never been 
completely clear and despite a general dis- 
heartenment, shared by much private 
Chinese business enterprise, the majority of 
Americans here are still determined to drift 
a while longer and hope for the best rather 
can mh overboard and swim back to the 


_ Against this condition of drift there are 
Chinese efforts both private and official. A 
great many Chinese businessmen are more 
afraid of Government encroachment than are 
the Americans. This is their country and 
they have to live in it. Certain officials are 
doing their best. Mayor K. C. Wu has the 
respect of all. But such men as he are too 
few, too handicapped by lack of able and 
trained and conscientious assistants, too 
weighed down by a popular lust not for pie 
in the sky bye and bye but for pie right here 
and now, starting with breakfast. 


The 450 Million Financiers 


‘The Chinese think a great deal about 

getting ahead in the world but they are not 
natural economists in any true sense. If one 
calls them 450 million financiers that is 
retty close to the mark. The public at large 
8 well educated in the school of grab but 
it lacks discipline and co-operation in masses 
bigger than the family unit. American 
efforts at help and guidance, moreover, have 
seldom been based on the facts of China. 
We have encouraged the Chinese to expect 
much from us and to indulge in grandiose 
planning as a modern world Power. Since 
all this is based on false premises there is 
bound to be disappointment, followed by a 
tendency to blame America and Americans. 
Part we deserve, part we don't. 


Glancing back into recent local history, 
we see that Shanghai as a whole has come 
through many hopes and disappointments, 


illusions and disillusions, since Japan’s 
surrender. At the outset everything was 
wonderful. The Americans were deliverers, 


Shanghai was bound to boom, life would be 
a bigger and better thing. This honeymoon 
period did not last long. Workers figured 
that happy days were here and that higher 
wages and other good things were to be their 
share of the fun. Management knew it had 
suffered terrific losses and felt that labour 
should share sacrifice rather than ask for 
more than it had ever had before. The 
resultant collision was duplicated more or 
less all over China. 


Shanghai on the Downhill Road 


Unluckily, such men as Mayor Wu were 
not in charge of official affairs at the outset. 
Instead a group lacking in practical experi- 
ence or the slighest grasp of ordinary 
business or municipal administration (much 
less the extraordinarily complex and unique 
problems of what had been a great inter- 
national city) decided to offset possible Com- 
munist propaganda by giving official support 
to every demand local labour might make. 
They thus started Shanghai downhill on the 
road to becoming an out-size Chinese country 
village. When Mayor Wu finally took over 
last May he had incredible handicap includ- 
ing great decay of such vital services as the 


police and the fire department. 

At the same time Shanghai had been 
struck by the impact of the first of a series 
of grave economic blows which still continue. 
A year ago, the February municipal cost of 
living index rose 70 per cent over that of 
January, and March was 50 per cent over 
February. It appears that we are in a 
similar and perhaps worse movement right 
now. Mayor Wu has worked unbelievably 
hard in an effort to compensate for mistakes 
of his predecessors and to stem a tide of 
economic ills sweeping in on Shanghai from 
all over the country. Considering his 
handicaps he has done wonderfully well. 


Argument, Bluff, Bribe or Compromise 

As a one-punch fighter the mayor has 
few equals. But he can’t do everything 
himself. And in China it is true perhaps 
more than anywhere else in the world that 
merely for an official order to be given is far 
from seeing the thing accomplished. Chinese 
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are past masters at the arts of circumventing 
edicts they find disadvantageous to their 
selfish personal interest. If they can’t 
argue, bluff or bribe their way around an 
order they will demand some face-saving 
compromise, and nine times out of ten they 
will get it. Even that tenth time is likely to 
be far from what the order originally meant. 
Yet our friends back home, reading of all 
the fine things ordered by various levels in 
the Chinese official bureaucracy, often gain 
fantastic notions of how matters are going 
here. Shanghai at least is fortunate in 
having a sincere, American-trained Chinese 
top executive doing his best. 


The Mischief Makers 

As General Marshall has well said, it is 
the extremists in China who are making the 
mischief and these are found in all classes, 
but in their most mischievous form at the 
top and the bottom. It is they who frame 
crafty nationalistic policies, and it is they 
who incite mobs against American soldiers 
wEe a few months ago delivered them from 
apan, 


To some extent our job must: be educa- 


tional. Somehow we should be able to show 
that ultra-nationalism in economic affairs 
does not pay. The United States, for 


instance, has never feared foreign capital. 
Britons and others have made a great deal 
of money in America and America has made 
a great deal of money at the same time. 
China has a tendency toward phobia over 
the possibility of becoming somebody's 
economic colony. Sooner or later, it is to be 
hoped, responsible Chinese leadership will 
adopt a grown-up concept of how China may 
fit into a world economy, to her own great 
profit. Quite likely this will not sink much 
root until China has first taken the absolute- 
ly essential step of unifying and pacifying 
her whole territory, a thing no one else can 
do for her but without which she cannot 
escape such ills as continued inflation of her 
currency and continued stifling of both 
export and import trade. 


American Business Concepts 

American businessmen are admittedly 
out here for profit. But it by no; means 
follows that the average American business- 
man is blindly selfish. On the contrary, the 
vast majority of American businessmen 
realize that both parties must profit if there 
is to be a continuing relationship. 

Unfortunately that is not yet fully 
realized by many Chinese. It may be men- 
tioned as an outsider’s observation that most 
Chinese misunderstand American missionary 
effort, and certainly they do not as a rule 
seem appreciative of it. We have recently 
seen official refusals of import permits even 
for food intended to be given out by up- 
country missions, also of religious and 
educational publications; at least one Ameri- 
can mission university has to pay its faculty 
members their US dollar salaries at the 
official rate, yet this university has been 
refused official exchange to bring in neces- 
sary equipment for teaching Chinese boys. 
The missionaries are quiet but they are 
taking it on the chin in a good many ways. 
Probably their Christian spirit will pay off 
in the long run. 


Report from Taiwan 


Rehabilitation Progresses Slowly 

Currency and exchange difficulties com- 
bined with shortages, increased commodity 
prices, and wage lags continued to handicap 
the commercial rehabilitation of Taiwan 
during the latter part of 1946. The principal 
deterrents to the resumption of Taiwan’s 
export trade have been the absence of faci- 
lities for direct negotiation of foreign 
exchange coupled with the problems con- 
nected with the establishment of Chinese 
control. The major portion of the trade of 
Taiwan has been conducted through Shang- 
hai since the restoration of Taiwan to 
Chinese sovereignty at the end of the Sino- 
Japanese War in 1945. 


Although price levels reportedly had 
increased 100 percent since VJ-day, prices on 
the island were still considerably lower than 
those prevailing on the mainland of China. 
Additionally, labour costs, although rising, 
are likewise lower than on the mainland. 

Efforts were being made to rehabilitate 
industry of the island as evidenced by the 
goals set for the cement, aircraft, and 
aluminum industries. Industrial production 
has been almost at a_ standstill compared 
with the period of Japanese control of the 
island, with a resulting increase in unemploy- 
ment to about 800,000 or approximately 14 
percent of the total population. 

Improvements in air service and radio- 
telephonic communications with the main- 
land of China were announced during the 


March 5 


latter part of 1946. Repair of a section of 
the road damaged in June 1946 improved 
the highway system of the island. 


Banking and Currency Difficulties 


Japanese bank notes formerly issued by 
the Bank of Taiwan were, as of December 
1, 1946, no longer recognized as legal tender 
and have been replaced by Bank of Taiwan 
notes of new design printed on the mainland 
of China. The new notes have been issued 
in denominations of 100, 50, 10, 5, and 1 
Taiwan yuan. Chinese national currency 
notes have not been in general circulation 
on Taiwan. 


The absence of facilities for the direct 
exchange of Taiwan yuan and foreign 
currencies has handicapped the resumption 
of Taiwan’s export trade. Although no 
official announcement had been made, a 
preliminary agreement had been reached in 
November 1946, whereby the Bank of Taiwan 
would act as a correspondent for seven com- 
mercial banks at Shanghai, designated to 
engage in foreign-exchange transactions. If 
this agreement materializes, it will enable 
the Bank of Taiwan to handle the financing 
of the island’s export and import trade. For 
the bank’s services, in this connection, it was 
to be permitted to charge a commission of 
one-quarter of 1 percent on export financing 
and, tentatively, one-half of 1 percent on 
import financing. Exchange rates were to 
be settled at Shanghai in terms of Chinese 
national currency and the foreign currency 
involved, with subseauent settlement in 
Taiwan yuan at the official rate—at present 
CN$35 to TY1. Upon the receipt of appro- 
priate advices from any of the seven 
designated banks at Shanghai, the Bank of 
Taiwan would be able to issue exchange 
certificates required by the Chinese customs 
and to grant packing credits. Additionally, 
firms were to be allowed tn remit funds to 
any of the seven banks at Shanghai through 
the Bank of Taiwan, 


Trade Denends on Rehabilitation of 

Agriculture 

Rehabilitation of the agriculture of the 
island will be necessary before the export 
trade can attain a position comparable to 
prewar levels. In this connection the 
extreme shortage of chemical fertilizers is a 
significant factor. In recent months 
shipments have supplied fertilizer demands, 
but long-range planning has reportedly been 
in progress to increase the productive capa- 
city of the chemical fertilizer. plants, which 
at present provide only 20 percent of re- 
quirements. For this purpose the Taiwan 
Semen general has requested of the 
entral Government at Nanking that the 
entire sum of US$5,000,000 allotted by 
UNRRA for the development of the fertilizer 
industry in China be devoted to the increase 
of fertilizer production on Taiwan. 


Agricultural Production Low 

Estimates of the yield from the Taiwan 
rice crop which was being harvested late in 
1946 were-conflicting, although it was agreed 
that the actual harvest would not be 
sufficient to provide for any _ sizeable 
exportable surplus. Total rice production for 
the calendar year 1946 was estimated by the 
Department of Agriculture and Forestry in 
August 1946 at 878,162 metric tons, a 35.5- 
percent increase from the total 1945 produc- 
tion of 648,087 metric tons. Scattered 
typhoon damage occurring subsequent to the 
date of that estimate has probably resulted 
in some reduction in the total year’s crop. 


Sugar production on Taiwan, which 
reached the peak total of 1,374,043 metric 
tons in 1939 and amounted to 1,084,104 tons 
during the 1942 crop year, was estimated at 
the low figure of approximately 80,000 metric 
tons in 1946., Only 30,000 tons of this crop 
was expected to be marketed, with the 
remainder being used for seed purposes. 
Under the present programme, 300,000 metric 
tons of sugar are expected to be available for 
market use in 1947, and it is hoped to reach 
the goal of an annual production of 1,000,000 
tons in 1951. 


In addition to shortages of chemical 
fertilizers, the. diversion of lands to produc- 
tion of basic foodstuffs and construction of 
landing strips during the war have handi- 
capped the restoration of Taiwan’s tea 
industry to its prewar levels. Plans have 
been made for a gradual rehabilitation of the 
industry with the production goal for 1948 
estimated at 20,000,000 pounds, which is a 
decrease of less than 1,000,000 pounds from 
average production during 1937 through 1941. 
As is true in efforts to resume the island’s 
export trade in other commodities, the 
absence of facilities for the direct exchange 
of Taiwan and foreign currencies has acted 
as a further deterrent. 


1947 


FAR EASTERN ECONOMIC REVIEW 


127 


eee rE IIE EIDE NEESER RRERRER RRR EERE SERRE SERRE 


Dependent on availability of supplies of 
tin plate from abroad, production of canned 
pineapple by the officially controlled Taiwan 
Pineapple Co. is planned to increase during 
the next 5 years from 100,000 cases to 
1,000,000 cases. 


Industrial Plans 


Cement production which was at the 
annual rate of 64,000 metric tons in May 
1946 was expected to be increased to 168,000 
tons by the end of the year. Annual cement 
production of 682,000 metric tons—more than 
double the highest yearly production of 
293,780 metric tons achieved by the Japanese 
in 1943—has been programmed for 1948. 
This programme appears to be possible if 
the necessary repair and replacement parts 
and adequate technical personnel are avail- 
able. 


Another aircraft factory was ready to 
start production late in 1946 in its plant at 
Taichung and reportedly was to receive 
technical assistance from the Boeing aircraft- 
manufacturing organization in the United 
States. This plant will manufacture parts 
and assemble aircraft and is expected to 
employ 1,000 workers. 


Plans were also being made for the 
resumption of operations by the aluminum 
plant at Kaohsiung. The highest production 
by the plant while under Japanese operation 
was in 1943 with an output of 14,583 metric 
tons of aluminum ingots. However, facilities 
for the further processing of ingots into sheet 
aluminum were not available in late 1946. 


The only important mining being carried 
on in the latter part of 1946 was that of coal. 
About 170 coal mines were being worked, 
with the relatively low rate of production of 
1,200,000 tons a year, whereas 2,310,965 tons 
of coal were mined in 1942. The average 
monthly production in 1946 of 100,000 tons 
compared favourably, however, with the total 
output of only 27,000 tons during August 
1945, when the Japanese surrendered. Mine 
operators were urging that permission be 
restored for the export of coal through 
private trading channels, stating that the 
government monopoly on coal exports was a 
deterrent to production. 


Communication and Transport Facilities 
Improve 


Radiotelephonic communications were 
established in November 1946 between Taipei 
and Canton, thus augmenting the line 
aad existing between Taipei and Shang- 

ai. 


The Chinese National Aviation Corpora- 
tion, which operated air service between 
Shanghai and Taipei three times a week, has 
added weekly air service between Foochow 
and Taipei. The South-west Aviation Corp. 
is reportedly planning a Canton-Taipei air 
service, and damaged Japanese military 
transport aircraft have been under repair for 
use on this route. By an amalgamation, 
effective January 1, 1947, the Taiwan Navi- 
gation Co. was to be jointly operated by the 
Taiwan government general and the China 
Merchants’ Steam Navigation Co. This con- 
solidation will provide additional shipping 
for operation by the Taiwan Navigation Co., 
which plans to inaugurate regular passenger 
and freight service in 1947 between Taiwan 
ports and Shanghai, Foochow, Amoy, 
Swatow, Canton, Tsingtao, and Dairen. 


The motor road connecting Suao and 
Hwalienkan on the east coast of Taiwan, 
impassable since June 1946 because of 
typhoon damage, has been repaired, thus 
aiding the restoration of the transportation 
system of the island. 


Automotive vehicles on Taiwan have 
decreased approximately 90 percent below 
the number in operation during the period 
of Japanese control of the island. In 
November 1946, there were 2,695 vehicles 
registered in Taiwan, consisting of 876 
Passenger cars, 389 buses, and 1,430 trucks. 
Small numbers of American-made bus and 
truck chassis have recently been imported, 
but not in sufficient quantity to meet urgent 
transportation requirements. 


The Worsted Industry 
of China 


Quietly and unostentatiously a new and 
large industry is developing in China. Dis- 
regarding a few pioneer efforts in 1930, the 
year 1935 might be said to mark the time 
when the worsted industry in China began 
in earnest. 


The industry at first laboured under 
great difficulties. It had hardly begun when 
the war between China and Japan broke out 
in 1937. Some of the mills were seized by 
the Japanese and were shut down for shorter 
or longer periods of time. Even the British 
Mills, being located in the Japanese occupied 
area of Yangtzepoo, were shut down for 
several months. 


When the first shock of the war was 
over, and manufacturers had time to adjust 
themselves to the new conditions, progress 
continued. 


New mills were started in the unoccupied 
part of the International Settlement. But 
before long, new difficulties arose. In 1939 
the European War broke out, the supply of 
wool tops, and of new machinery became 
uncertain. The British Government pur- 
chased the entire yield of Australian wool. 
They prohibited any sale of crossbred tops, 
the type of tops used mainly to make knit- 
ting yarn. Throughout 1940 Great Britain 
continued to ship machinery but stopped in 
1941. As the European War went on, the 
supply of any kind of wool tops became very 
restricted. In December 1941, the whole 
industry was brought virtually to a stand- 
still; no raw material was available, except 
small quantities of coarse Chinese wool. 


The industry depends entirely on import- 
ed wool tops. After the war, the whole 
world was short of tops. The two main 
sources of supply are England and Australia. 
The two main types of tops are Crossbreds 
and Merinos._ England released limited 
quantities of Crossbreds for a short time, 
from about January/June 1946. The British 
Government would not release any Merinos. 
Australia released some Merinos about April 
1946, but put on a temporary embargo about 
July/October. Ever since the end of the 
war, the mills in China have not had 
sufficient tops, and much of their machinery 
has been idle. 


In all the textile producing countries, 
England, U.S.A. and formerly Japan, the 
woollen and worsted industry is almost as 
large as the cotton industry. It ranks as 
one of the great industries, employing 
thousands of skilled workers, engaging 
enormous investments, and _ contributing 
largely to the export and import trade. 


As China’s intention is to develop 
industry, it is logical to encourage the 
development of the woollen and worsted 
industry, because it is allied to the cotton 
industry, and because China is already 
highly skilled in textile manufacture; because 
also the climate of China makes wool the 
healthiest and most economical form of 
clothing, and because it offers opportunities 
of export to neighbouring countries 


Before the war, really 0 
technical progress had been made. In spite 
of the short time the industry was in 
existence, Chinese operatives showed ready 
adaptibility. The knitting yarn produced 
was equal to imported yarn. The worsted 
cloth produced in Chinese mills is a very 
good average. Knitting yarns were exported 
to Manila, Hongkong, Rangoon, etc. 


remarkable 


A_full list_of worsted_mills in China: 


No. of Spindles No. of 
Name of Mill Flyer Cap looms 
Patons & Bald- 
wins, Ltd. ....... 5,000 7,000 
Ewo Mills ........... 1,260 9,000 116 
Shanghai Worsted 
Mill Ltd. ........ 800 3,400 55 
Sing Chang Worst- 
ed! Millis... 3,200 62 
Yih Hsing Worsted 
AN) ee eee | 5,000 112 
China Wool Mfg. 
Os Pa enc encr coe 2,500 50 
China Wool Mfg. 
CE RS ii aiies 3,200 5,400 
Yin Foong Worst- 
ed Milk .......... 2,250 73 
Yuan Foong Worst- 
ed Mill .......... 2,000 26 
Yue Ming Worsted 
Bu BUS Oe ae ea 800 
Aloud Worsted 
Mill Wie vinares teen 600 
Sung Hwa Worst- 
ed Mi .ve 1,160 
Wah Foong Worst- 
CG ELL par erenca 1,400 2,000 
China Worsted 
MAM Cla eee 200 
Jen Li Mill, Tien- 
sin! 23. . 1,000 
Oriental Mill, 
Sientsin igs... oe ? 


“Secondhand Machinery just arrived. 


New Mills 


Besides this a number of new mills have 
been established and new machinery ordered 
as follows:— 


Taishan Worsted Mill 2,400 Cap 60 looms 
China Woollen Mill .. 2,000 Cap 
Han Cheng ... 3,200 Cap 70 looms 
Kuo Kwang .. 600 flyer 
L. C. Sung 800 flyer 

Where the installation of looms is 


indicated, it implies that the mill is also 
equipped with preparation machinery for 
looms, also with a finishing plant. All mills 
are equipped with dyeing plant. 


Capital Investment 


The capital cost of the land, building, 
machinery and equipment of all the above 
named mills is estimated to value not less 
than £2,500,000. If to this is added running 
capital for paying wages, and paying for coal, 
electricity, water, dyes, chemicals, and 
stocks, a total capital investment of 
£4,500,000 must be estimated. ? 


New Equipment 


roe ae Flyer eae Looms 
500,000 140,000 
126,000 180,000 
80,000 68,000 1,200 60 
64,000 
100,000 5,000 26 
50,000 800 10,000 92 
320,000 108,000 
45,000 5,000 28 
40,000 
80,000 1,200 3,000 
60,000 
22,000 
140,000 40,000 2,000 42 
200,000 
2,400 
This does not include the various 


Chinese Government Mills which were taken 
over from the Japanese, and which must 
represent a large investment. 


The worsted industry needs the sym- 
pathetic support of the Government. It is 
comparatively new, it is well managed, has 
made splendid progress, and shows great 
promise. 


Wool tops are still hard to get. The new 
Import ‘Regulations place Wool Tops in 
Schedule II, therefore subject to a quota. 
Whilst the supply is much less than the 
demand, tops should not be restricted by any 
quota. Unlike cotton, the supply is very 
limited. The supplying countries, England 
and Australia, show a preference for China 
by allowing exports of wool tops to China. 
Many countries would like to have supplies, 
but cannot get them. It would be advan- 
tageous to the industry and to the economy 
of China if wool tops could be taken out of 
Schedule II and put in Schedule I. 
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FAR EASTERN ECONOMIC REVIEW 


World Trade and the 
“International Trade Organisation”’ 


The draft charter for an Inter- 
national Trade Organization is based 
upon the United States proposals for 
expansion of World Trade and Employ- 
ment issued December, 1945. It has been 
under preparation for several months by 
a technical staff drawn from a number 
of agencies of the United States Govern- 
ment and was drafted in the light of 
various comments on the proposals 
originating in the United States and other 
countries. It is issued, however, solely 
on the responsibility of the United States. 


In a foreword to the draft charter, 
the Undersecretary of State for Economic 
Affairs, William L. Clayton, describes as 
follows the background of the document 
and its relation to the projected series of 
international meetings on trade and 
employment: 

“In December 1945 the Government 
of the United States published and trans- 
mitted to other governments for their 
consideration a document entitled Pro- 
posals for Expansion of World Trade and 
Employment. 

“These proposals put forward the 
idea that there should be established an 
International Trade Organization of the 
United Nations, the members of which 
would agree to conduct their commercial 
relations in accordance with rules to be 
set forth in the charter of the organiza- 
tion. The proposals contained sugges- 
tions for rules to govern trade barriers, 
réstrictive business practices, intergovern- 
mental commodity arrangements, and the 
international aspects of domestic employ- 
ment policies and outlined a suggested 
structure for the international trade or- 
ganization itself. The governments of 
several other countries have expressed 
their general agreement with these 
suggestions. 


‘“In February 1946, the Economic 
and Social Council of the United Nations, 
at its first meeting, adopted a resolution 
calling for an international conference on 
trade and employment to consider the 
creation of an International Trade Or- 
ganization. It also established a pre- 
paratory committee of 19 countries to 
arrange ‘for the conference and to prepare 
a draft charter for such an organization. 
The preparatory committee is to meet in 
London in the fall of 1946. 


“In preparation for the conference, 
the.Government of the United States has 
prepared an elaboration of its proposals 
tn the form of a Suggested Charter for 
the International Trade Organization. 
Copies of the suggested charter have been 
transmitted to the Secretary-General of 
the United Nations and to the other 
governments named by the Economic and 
Social Council to serve on the preparatory 
committee. 

“The suggested charter is the work 
of many persons of competence and 
experience in the departments and agen- 
cies of the United States Government. 
It is put forward, however, as a basis for 
discussion and not as a document erpres- 
sing the fived or final views of this 
Government. The draft should clarify 
possible obscurities and remove any mis- 
understandings to which the condensed 
language of the proposals may have given 
rise. 


The following is a Summary of the 
suggested charter for an International 
Trade Organization of the United Nations. 


I—NEED FOR AN I.T.O. CHARTER 


The United Nations have taken many 
important steps toward the creation of 
prosperous economic and social conditions 
throughout the world. 


The Bretton Woods Agreements are 
designed to promote world monetary 
stability and to assist in economic re- 
construction and development. Other 
specialized agencies of the United Nations 
deal with food and agriculture, with 
emergency relief, with civil aviation, 
with labor, with health, and with educa- 
tional and social advancement. The 
United Nations at San Francisco set up 
an Economic and Social Council to co- 
ordinate all these institutions and gen- 
erally to promote conditions of economic 
and social progress and development 
which are necessary to world peace. 


There still remains the need for 
direct action to maintain and protect 
employment against threats of depression, 
and to attack the trade barriers and dis- 
criminations which stand in the way of 
an expansion of the production, exchange 
and consumption of goods. Such action 
is essential to safeguard and strengthen 
the whole structure of economic and social 
cooperation thus far built up. 


It is the purpose of the suggested 
charter for. an International Trade Or- 
ganization of the United Nations to assure 
that this action will be taken. 


II—THE CHARTER AS A WHOLE 


The I.T.0. Charter seeks to accom- 
plish four main things: (1) To promote 
the maintenance of employment in mem- 
ber countries; (2) to bring about the 
general relaxation and regulation of 
barriers to world trade, whether such 
barriers are imposed by governments or 
private organizations; (3) to provide an 
orderly procedure under agreed rules for 
the negotiation of intergovernmental 
commodity arrangements; and (4) to 
create permanent international machinery 
for consultation and collaboration in trade 
and related matters. 


The provisions of the charter are set 
forth in seven chapters and 79 articles, 
as follows: 


Chapter I—Establishes the broad 
purposes of the International Trade Or- 
ganization (Article 1). 


Chapter Il—Regulates membership 
in the Organization (Article 2). 


Chapter I[I—Provides for the main- 
one of employment (Articles 3 through 


Chapter [V—Provides for the reduc- 
tion of governmental barriers of all kinds 
and for the elimination of trade discrim- 
inations (Articles 8 through 38). 


Chapter V—Provides for concerted 
action to eliminate restrictive trade 
practices by cartels and combines (Articles 
34 through 40). 


Chapter VI—Regulates the making 
of intergovernmental agreements to deal 
with surplus commodities (Articles 41 
through 49). 


Chapter VII—Creates the machinery 
for an International Trade Organization 
to facilitate the operation of the charter 
and to promote continuing international 
co-operation in trade and related matters 
(Articles 50 through 79). 


III—SUMMARY OF DETAILED 
PROVISIONS 


Chapter |1—Purposes 


Chapter I sets forth the broad purposes 
of the ITO. These are: To promote the 
co-operative solution of trade problems; 
to expand opportunities for trade and 
economic development; to aid the indus- 
trialization of underdeveloped countries; 
and in general to promote the expansion 
of the production, exchange and consump- 


March 5 


tion of goods, the reduction of tariffs and 
other trade barriers and the elimination 
of trade discriminations. 


Chapter 11—-Membership 


Chapter II looks toward broad mem- 
bership in the Organization. It provides 
for two general categories of members: 
original members and other members. 
Original members would be all those 
countries which are represented at the 
proposed International Conference on 
Trade and Employment (this Conference 
has been called for by the Economic and 
Social Council of the United Nations in 
a resolution adopted in February 1946, 
The question as to what countries, if any, 
not members of the United Nations, 
should be invited to the Conference, has 
been referred to a preparatory committee 
of 19 nations created by the Council for 
the purpose of preparing for the Con- 
ference), ‘and which accept the ITO 
charter by a certain date. Other coun- 
tries would be brought in with the 
approval of the Organization after it had 
become established. 


Chapter !1|—Employment 


Chapter III recognizes that high 
levels of employment are essential to 
achieve the purposes of the ITO and, 
reciprocally, that measures to promote 
high levels of employment should be 
consistent with these purposes. Accord- 
ingly, each member of the ITO would 
agree to take action designed to achieve 
and maintain employment within its own 
jurisdiction through measures appropriate 
to its political and economic institutions, 
to avoid domestic employment measures 
which create unemployment in other 
countries, to make arrangements for the 
collection, analysis and exchange of in- 
formation on employment problems, and 
consult regularly on these problems, and 
to hold special conferences if depression 
should threaten. 


The Economic and Social Council 
would have the responsibility for further- 
ing the employment objectives of the 
charter. These matters are placed under 
the Economic and Social Council rather 
than under the ITO because the Council 
has been given the broad function of 
promoting full employment by the 
Charter of the United Nations, and also 
because the Council, by virtue of its 
authority to co-ordinate the many spe- 
cialized international agencies whose 
activities contribute to the maintenance 
of employment, is better fitted for this 
work than the ITO. 


Chapter 1V—General Commercial Policy 


Chapter IV, the longest in the char- 
ter, provides for the reduction or elimina- 
tion of governmental barriers to inter- 
national trade. Broadly, these barriers 
take the form of excessive customs 
regulations of all kinds; tariffs ; embargoes 
and quotas; exchange restrictions on 
trade; governmental subsidization of pro- 
duction or exports; restrictive practices 
by state-trading enterprises; and the 
discriminatory application of trade bar- 
riers and controls generally. 


Chapter IV contains provisions re- 
lating to all these types of trade barriers 
and to connected matters. The chapter 
is divided into ten sections, as follows: 


Section A (general commercial pro- 
vistons): Establishes equality of treat- 
ment in trade generally. Eliminates or 
regulates various administrative devices 
which hamper imports or discriminate in 
trade. Requires full publication of trade 
regulations and advance notice of restric- 
tive regulations. 


Section B (tariffs and preferences) : 
Requires reciprocal negotiations for the 
substantial reduction of tariffs and for the 
elimination of import tariff preferences. 


Section C (quantitative restrictions) : 
Eliminates quotas and embargoes on trade 
in general, but permits them for agreed 
purposes under defined circumstances. 


Section D (exchange restrictions) : 
Eliminates exchange restrictions on trade 
in general, but permits them for agreed 
purposes under defined circumstances. 

Section E (subsidies): Requires that 
subsidies affecting trade be reported to 
the ITO; that those seriously injuring 
trade be subjected to negotiated limita- 
tions; and that export subsidies in general 
be eliminated except under defined 
circumstances. 

Section F (state trading): Requires 
that state trading enterprises be operated 
in a nondiscriminatory manner; that 
state monopolies of individual products 
negotiate for the reduction of protection 
afforded to domestic producers; and that 
complete state monopolies of all foreign 
trade agree to maintain total imports of 
all products at a level to be negotiated 
periodically. 

Section G (emergency provisions— 
consultation—nullification or impair- 
ment): Permits withdrawal or modifica- 
tion of tariff or other concessions in case 
of serious injury to domestic producers; 
provides for consultation with ITO on all 
phases of Chapter IV, permits members 
to withdraw concessions from countries 
which do not live up to obligations: of 
Chapter IV. 

Section H (relations with non-mem- 
bers): Prohibits agreements with non- 
members promising them benefits of 
charter; prevents members, after an 
initial period, from extending tariff con- 
cessions to nonmembers without ITO 
approval. 

Section I (exceptions): Excepts from 
Chapter IV measures usually excepted 
from commercial agreements (e.g., sani- 
tary regulations, traffic in arms, and the 
like). 

Section J (territorial application) : 
Applies Chapter IV to customs territories 
of members; permits special advantages 
to promote frontier traffic or arising out 
of customs unions. 


Chapter—V—Restrictive Business 
Practices 


Under Chapter V members of the 
ITO would agree to take appropriate 
individual and collective measures to 
eliminate business practices among com- 
mercial enterprises which restrict inter- 
national trade and thus frustrate the 
purposes of the ITO. The chapter 
defines certain practices which would be 
presumed to be restrictive of trade unless 
shown otherwise. Among these practices 
would be combinations, agreements or 
other arrangements which fix prices, 
allocate markets or customers, boycott or 
discriminate against enterprises outside 
the arrangement, limit production and 
suppress technology. 


A complaint procedure would be set 
up for taking action against particular 
restrictive business practices in order to 
carry out the policy described above. 
Under this procedure the ITO would 
receive complaints from a member, or 
from persons or business organizations 
within a member’s territory, that a par- 
ticular business arrangement is restricting 
international trade. If the ITO found 
that the complaint was justified, it could 
recommend that members take appropriate 
remedial action. 

Members would agree to co-operate 
with the ITO in eliminating restrictive 
business practices. Among other things, 
they aroala agree to obtain and furnish 
to the ITO information needed by it in 
connection with particular restrictive 

ractices; to consult with the ITO regard- 
ing complaints which had been filed; and 
to take action in accordance with ITO 
recommendations regarding particular 
practices found to be restrictive. 
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Chapter Vi—Intergovernmental 
Commodity Arrangements 


Chapter VI recognizes that in the 
case of certain commodities, usually 
primary agricultural products, special 
difficulties, such as a world surplus, may 
arise which would warrant the adoption 
of intergovernmental commodity agree- 
ments regulating production, trade or 
prices. Such agreements would have to 
be consistent with certain general objec- 
tives and would need to satisfy certain 
conditions. 


Regulatory commodity agreements 
would be justified if necessary: (1) To 
enable countries to solve difficulties caused 
by surpluses without taking unilateral 
action which would shift the burden of 
the problem to other countries; (2) to 
avoid the serious distress to producers or 
labor caused by surpluses when production 
adjustments cannot be made quickly 
enough because of the lack of alternative 
employment opportunities; and (3) to 
provide a working arrangement for a 
transitional period during which measures 
may be taken to increase consumption of 
the surplus product or to facilitate the 
movement of resources and man power 
out of the production of the surplus 
product into more remunerative lines. 


It would be required that the mem- 
bers concerned must formulate and adopt 
a program of economic adjustment de- 
signed to make progress toward solving 
the basic problem which gave rise to the 
proposal for a commodity agreement; 
that such agreements be open initially to 
all ITO members on equal terms and that 
they assure nondiscriminatory treatment 
to all members (including those not 
participating in the agreement); that 
they provide for adequate representation 
by members primarily interested in the 
commodity as consumers, and give con- 
suming countries an equal vote with 
producing countries in deciding matters 
such as the regulation of prices, trade, 
production, stocks and the like; that, 
where practicable, they provide for 
measures to expand consumption of the 
commodity in question; that they assure 
supplies of the product adequate to meet 
world consumption at reasonable prices; 
and that they make appropriate provision 
to satisfy world consumption from the 
most effective sources of supply. 


Provision is made that full publicity 
must attend all important stages in the 
making of intergovernmental commodity 
agreements. 


Chapter Vil—Organization 


Chapter VII of the charter sets forth 
the functions and structure of the ITO 
and relates them to the substantive under- 
takings of members provided for in the 
earlier chapters. 


Functions. The functions of the 
ITO largely relate to its responsibilities 
in connection with Chapter IV (Com- 
mercial Policy), Chapter V (Restrictive 
Business Practices) and Chapter VI 
(Commodity Agreements). In addition 
to functions of this kind, the ITO would 
be authorized to provide assistance and 
advice to members and other international 
organizations in connection with specific 
projects of industrialization or other 
economic development; to promote inter- 
national agreements such as those design- 
ed to facilitate the international move- 
ment of capital, technology, art and skills 
and those relating to commercial travelers, 
commercial arbitration and the avoidance 
of double taxation; and to cooperate with 
the United Nations and other organiza- 
tions. 

Structure. The principal organs of 
the ITO would be a Conference; an 
Executive Board; a Commission on Com- 
mercial Policy, a Commission on Business 
Proctices, and a Commodity Commission ; 
and a Secretariat. 


The Conference. The governing 
body of the ITO would be the Conference 
on which each country belonging to the 
ITO would be represented. The decisions 
of the Conference on most matters would 
be taken by a simple majority vote of 
the members present and voting, each 
country casting one vote. The Conference 
would have final authority to determine 
the policies of the ITO. It would be 
authorized to make recommendations 
regarding any matter relating to the 
purposes of the ITO and to elect the 
members of the Executive Board. 

Interim Tariff Committee. An 
Interim Tariff Committee within the ITO 
would be charged with the function of 
authorizing members to withhold, if 
necessary, tariff reductions from other 
members which failed to meet their 
obligations to negotiate for the substantial 
reduction of tariffs and the elimination 
of preferences. The Committee would 
consist of those members of the ITO 
which had already fulfilled these require- 
ments among themselves. Initially, the 
Interim Tariff Committee would consist 
of those members which had made effec- 
tive the agreement for concerted reduction 
of tariffs and trade barriers which it is 
hoped will be concluded by the countries 
already invited by.the United States to 
negotiate for this purpose. 

It is contemplated that the agree- 
ment would incorporate schedules of tariff 
concessions and certain of the provisions 
of Chapter IV of the charter (e.g. those 
relating to most-favored-nation treatment, 
to national treatment on internal. taxes 
and regulations, to quantitative restric- 
tions, etc.). Other members of the ITO 
would be entitled to join the Committee 
upon the completion by them of adequate 
negotiations regarding tariffs and pre- 
ferences. All decisions of the Committee 
would be taken by majority vote, each 
member casting one vote. 

Executive Board. The Executive 
Board would consist of fifteen members 
of the ITO elected by the Conference 
every three years. Decisions of the 
Board would be taken by a majority of 
the members present and voting, each 
country casting one vote. The Board 
would be responsible for executing the 
policies of the ITO and for exercising 
powers delegated to it by the Conference. 
It would be authorized to make recom- 
mendations to members of the ITO, to 
the Conference, and to other international 
organizations. 

The Board would be required to 
provide adequate machinery to review 
the work of the ITO as it relates to 
industrialization and other economic 
development. 

The Commissions. The Commission 
on Commercial Policy, the Commission 
on Business Practices and the Commodity 
Commission would be established by the 
Conference and would be responsible to 
the Executive Board. The Conference 
would be authorizeds to establish any 
other commissions which might in time 
be required. 

The Commissioners would be expert 
persons appointed by the Board in their 
personal capacities. The Chairmen of 
the Commissions could participate, with- 
out vote, in the meetings of the Board 
and of the Conference. Other inter- 
national organizations having a special 
interest in the activities of one of the 
Commissions might be invited to parti- 
cipate in its work. 

The functions of the three Com- 
missions are concerned largely with the 
making of recommendations to the Execu- 
tive Board relating to the discharge of 
the ITO’s responsibilities in the three 
specialized fields. In addition, the Com- 
missions would perform any other func- 
tions assigned to them by the Conference 
or the Board, including such functions 
in connection with the settlement. of 
disputes as the Board might deem 
appropriate. 
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